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FOREIGN CLAIMS SETTLEMENT COMMISSION 


FRIDAY, JULY 8, 1955 


Unirep States SENATE, 
ComMMITTEE ON ForeIGnN RELATIONS, 
Washington, EG: 

The committee met, pursuant to notice, at 10 a. m., in the caucus 
room, Senate Office Building, Senator J. W. Fulbright presiding. 

Present: Senators Fulbright, Mansfield, Humphrey, Morse, Smith, 
and Aiken. 

Senator Futpricut. The committee will come to order. 

We are meeting here this morning to give consideration to H. R. 
6382, a bill to amend the International Claims Settlement Act of 
1949, as amended, and for other purposes. As I understand it, the 
bill is designed to establish a claims program for the benefit of Ameri- 
can nationals who sustained certain kinds of damage in the Soviet 
Union, Italy, and the satellite countries of. Hungary, Rumania and 
Bulgaria. For this purpose, it authorizes the vesting and liquidation 
of blocked assets of these Governments and their nationals other than 
natural persons, and charges the Foreign Claims Settlement Com- 
mission with the administration of the claims procedures in these 
cases. 

(The bill referred to is as follows:) 

[H. R. 6382, 84th Cong., 1st sess.] 
AN ACT To amend the International Claims Settlement Act of 1949, as amended, and for other purposes 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the International Claims Settlement Act of 
1949, as amended, is further amended by inserting after the first section thereof 
the following: ‘‘TITLE I’. 

Sec. 2. The word ‘‘Act’’, wherever it appears in title I in reference to the 
International Claims Settlement Act of 1949, is amended to read ‘‘title’’. 

Sec. 3. The International Claims Settlement Act of 1949, as amended, is 
further amended by adding at the end thereof the following: 


“TITLE II 
‘“VESTING AND LIQUIDATION OF BULGARIAN, HUNGARIAN, AND RUMANIAN PROPERTY 


“Sec. 201. As used in this title the term 

“(1) ‘Person’ means a natural person, partnership, association, other unin- 
corporated body, corporation, or body politic. 

‘‘(2) ‘Property’ means any property, right, or interest. 

(3) ‘Treaty of peace’, with respect to a country, means the treaty of peace 
with that country signed at Paris, France, February 10, 1947, which came into 
force between that country and the United States on September 15, 1947. 

“Sec. 202. (a) In accordance with article 25 of the treaty of peace with 
Bulgaria, article 29 of the treaty of peace with Hungary, and article 27 af the 
treaty of peace with Rumania, any property which was blocked in accordance 
with Executive Order 8389 of April 10, 1940, as amended, and remains blocked 
on the effective date of this title, and which, as of September 15, 1947, was owned 
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directly or indirectly by Bulgaria, Hungary, and Rumania or by any national 
thereof as defined in such Executive order, shall vest in such officer or agency as 
the President may from time to time designate and shall vest when, as, and upon 
such terms as the President or his designee shall direct. Such property shall be 
sold or otherwise liquidated as expeditiously as possible after vesting under such 
rules and regulations as the President or his designee may prescribe. The net 
proceeds remaining upon completion of the administration and liquidation thereof 
including the adjudication of any suits or claims with respect thereto under sections 
207 and 208, shall be covered into the Treasury. Notwithstanding the preceding 
provisions of this subsection, any such property determined by the President 
his designee to be owned directly by a natural person shall not be vested under 
this subsection but shall remain blocked subject to release when, as, and upon 
such terms as the President or his designee may prescribe. If, at any time within 
one year from the date of the vesting of any property under this subsection, the 
President or his designee shall determine that it was directly owned at the date of 
vesting by a natural person, then the President or his designee shall divest such 
property and restore it to its blocked status prior to vesting, subject to release 
when, as, and upon, such terms as the President or his designee may prescribe, or 
if such property has been liquidated, shall divest the net proceeds thereof and 
carry them in blocked accounts with the Treasury, bearing no interest, in the name 
of the owner thereof at the date of vesting, subject to release when, as, and upon 
such terms as the President or his designee may prescribe. 

b) The net proceeds of any property which was vested in the Alien Property 
Custodian or the Attorney General after December 17, 1941, pursuant to the 
Trading With the Enemy Act, as amended, and which at the date of vesting was 
owned directly or indirectly by Bulgaria, Hungary, or Rumania, or any national 
thereof, shall after completion of the administration, liquidation, and disposition 
of such property pursuant to such Act, including the adjudication of any suits or 
claims with respect thereto under such Act, be covered into the Treasury, except 
that the net proceeds of any such property which the President or his designee 
shall determine was directly owned by a natural person at the date of vesting shall 
be divested by the President or such officer or agency as he may designate and 
carried in blocked accounts with the Treasury, bearing no interest, in the name 
of the owner thereof at the date of vesting, subject to release when, as, and upon 
such terms as the President or his designee may prescribe. 

“(e) The determination under this section that any vested property was not 
directly owned by a natural person at the date of vesting shall be within the sole 
discretion of the President or his designee and shall not be subject to review by 
any court. 

‘‘(d) The President or his designee may require any person to furnish, in the 
form of reports or otherwise, complete information, including information with 
regard to past transactions, relative to any property blocked under Executive 
Order 8389 of April 10, 1940, as amended, or as may be otherwise necessary to 
enforce the provisions of this section; and the President or his designee may 
require of any person the production of any books of account, records, contracts, 
letters, memoranda, or other papers relative to such property or as may be other- 
wise necessary to enforce the provisions of this section. 

“Src. 203. Whenever shares of stock or other beneficial interest in any cor- 
poration, association, or company, or trust are vested in any officer or agency desig- 
nated by the President under this title, it shall be the duty of the corporation, 
association, or company or trustee or trustees issuing such shares or any certifi- 
cates or other instruments representing the same or any other beneficial interest 
to cancel such shares of stock or other beneficial interest wpon its, his, or their 
books and in lieu thereof to issue certificates or other instruments for such shares 
or other beneficial interest to the designee of the President, or otherwise as such 
designee shall require. 

“Snc. 204. Any vesting order, or other order or requirement issued pursuant to 
this title, or a duly certified copy thereof, may be filed, registered, or recorded in 
any office for the filing, registering, or recording of conveyances, transfers, or 
assignments of such property as may be covered by such order or requirement; 
and if so filed, registered, or recorded shall impart the same notice and have the 
same force and effect as a duly executed conveyance, transfer, or assignment so 
filed, registered, or recorded. 

“Sec. 205. Any payment, conveyance, transfer, assignment, or delivery of 
property made to the President or his designee pursuant to this title, or any rule, 
regulation, instruction, or direction issued under this title, shall to the extent 
thereof be a full acquittance and discharge for all purposes of the obligation of the 
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person making the same; and no person shall be held liable in any court for or in 
respect of any such payment, conveyance, transfer, assignment, or delivery made 
in good faith in pursuance of and in reliance on the provisions of this title, or of 
any rule, regulation, instruction, or direction issued thereunder. 

‘Sec. 206. The district courts of the United States are given jurisdiction to 
make and enter all such rules as to notice and otherwise, and all such orders and 
decrees, and to issue such process as may be necessary and proper in the premises 
to enforce the provisions of this title, with a right of appeal from the final order 
or decree of such court as provided in sections 1252, 1254, 1291, and 1292 of title 
28, United States Code. 

“Sec. 207. (a) Any person who has not filed a notice of claim under subsee- 
tion (b) of this section may institute a suit in equity for the return of any property, 
or the net proceeds thereof, vested in a designee of the President pursuant to 
section 202 (a) and held by such designee. Such suit, to which said designee shall 
be made a party defendant, shall be instituted in the District Court of the United 
States for the District of Columbia or in the district court of the United States 
for the district in which the claimant resides, or, if a corporation, where it has its 
principal place of business by the filing of a complaint which alleges 

(1) that the claimant is a person other than Bulgaria, Hungary, or 
Rumania, or a national thereof as defined in Executive Order 8389 of April 10, 
1940, as amended; and 

““(2) that the claimant was the owner of such property immediately prior 
to its vesting, or is the successor in interest of such owner by inheritance, 
devise, or bequest. 

If the court finds in favor of the claimant, it shall order the payment, conveyance, 
transfer, assignment, or delivery to said claimant of such property, or the net 
proceeds thereof, held by said designee or the portion thereof to which the court 
shall determine said claimant is entitled. If suit shall be so instituted, then such 
property, or, if liquidated, the net proceeds thereof, shall be retained in the cus- 
tody of said designee until any final judgment or decree which shall be entered in 
favor of the claimant shall be fully satisfied, or until final judgment or decree shall 
be entered against the claimant or suit otherwise terminated. 

“‘(b) Any person who has not instituted a suit under the provisions of subsec- 
tion (a) of this section may file a notice of claim under oath for the return of any 
property, or the net proceeds thereof, vested, in a designee of the President pur- 
suant to section 202 (a) and held by such designee. Such notice of claim shall be 
filed with said designee and in such form and containing such particulars as said 
designee shall require. Said designee may return any property so claimed, or the 
net proceeds thereof, whenever he shall determine 

“(1) that the claimant is a person other than Bulgaria, Hungary, or 
Rumania, or a national thereof as defined in Executive Order 8389 of April 
10, 1940, as amended; and 

(2) that the claimant was the owner of such property immediately prior 
to its vesting, or is the successor in interest of such owner by inheritance, 
devise, or bequest. 

Any person whose claim is finally denied in whole or in part by said designee may 
obtain review of such denial by filing a petition therefor in the United States 
Court of Appeals for the District of Columbia Circuit. Such petition for review 
must be filed within sixty days after the date of mailing of the final order of denial 
by said designee and a copy must be served on the said designee. Within forty- 
five days after service of such petition for review, or within such further time as 
the court may grant for good cause shown, said designee shall file an answer 
thereto, and shall certify and file with the court a transcript of the entire record 
of the proceedings with respect to such claim. The court may enter judgment 
affirming the order of the designee; or, upon finding that such order is not in 
accordance with law or that any material findings upon which such order is based 
are unsupported by substantial evidence, may enter judgment modifying or 
setting aside the order in whole or in part, and (1) directing a return of all or 
part of the property claimed, or (2) remanding the claim for further administrative 
proceedings thereon. If a notice of claim is filed under this subsection, the prop- 
erty which is the subject of such claim, or, if liquidated, the net proceeds thereof, 
shall be retained in the custody of said designee until any final order of said 
designee or any final judgment or decree which shall be entered in favor of the 
claimant shall be fully satisfied, or until a final order of said designee or a final 
judgment or decree shall be entered against the claimant, or the claim or suit 
otherwise terminated. 
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c) The sole relief and remedy of any person having any claim to any property 
vested pursuant to section 202 (a) shall be that provided by the terms of subsec- 
tion (a) or (b) of this section, and in the event of the liquidation by sale or other- 
wise of such property, shall be limited to and enforced against the net proceeds 
received therefrom and held by the designee of the President. The claim of any 
person based on his ownership of shares of stock or other proprietary interest 
in a corporation which was the owner of property at the date of vesting thereof 
under section 202 (a) shall be allowable under subsection (a) or (b) of this section 
if 25 per centum or more of the outstanding capital stock or other proprietary 
interest in the corporation was owned at such date by nationals of countries other 
than Bulgaria, Hungary, Rumania, Germany, or Japan. But no such claim of 
a national of a foreign country shall be satisfied except after certification by the 
Department of State that the country of the national accords protection to na- 
tionals of the United States in similar types of cases. 

‘“(d) The designee of the President may retain or recover from any property, 
or the net proceeds thereof, returned pursuant to subsection (a) or (b) of this 
section an amount not exceeding that expended or incurred by him for the con- 
servation, preservation, or maintenance of such property or proceeds. 

“Src. 208. (a) Any property vested in the designee of the President pursuant 
to section 202 (a), or the net proceeds thereof, shall be equitably applied by such 
signee in accordance with this section to the payment cf debts owed by the 
person who owned such property immediately prior to its vesting in such designee. 
No debt claim shall be allowed under this section 

‘“‘(1) if it is asserted against Bulgaria, Hungary, or Rumania (including the 
government or any political subdivisions, agencies, or instrumentalities 
thereof): or 

2) if it is based upon an obligation expressed or payable in any currency 
other than the currency of the United States; or 
3) if it was not due and owing 
(A) on October 9, 1940, in the event the property in respect of which 
such debt claim is filed was owned immediately prior to vesting by a 
national of Rumania; 

B) on March 4, 1941, in the event the property in respect of whic 
such debt claim is filed was owned immediately prior to vesting by 
national of Bulgaria; or 

“(C) on March 13, 1941, in the event that the property in respect of 
which such debt claim is filed was owned immediately prior to vesting 
by a national of Hungary. 

(ny defense to the payment of such claim which would have been available to 
the debtor shall be available to the designee, except that the period from and 
after December 7, 1941, shall not be included for the purpose of determining the 
applicability of any statute of limitations. Debt claims allowable under this 
section shall include only those of natural persons who were citizens of the United 
States at the dates their debtors became obligated to them; those of other natural 
persons who are and have been continuously since December 7, 1941, residents of 
the United States; those of corporations organized under the laws of the United 
States or any State, Territory, or possession thereof, or the District of Columbia; 
and those acquired by the designee of the President under this title. Successors 
in interest by inheritance, devise, bequest, or operation of law of debt claimants, 
other than persons who would themselves be disqualified hereunder from allow- 
ance of a debt claim, shall be eligible for payment to the same extent as their 
principals or predecessors would have been. 

““(b) The designee of the President under this title shall fix a date or dates after 
which the filing of debt claims in respect of any or all debtors shall be barred, and 
may extend the time so fixed, and shall give at least sixty days’ notice thereof by 
publication in the Federal Register. In no event shall the time extend beyond the 
expiration of one year from the date of the last vesting in the designee of the 
President of any property of a debtor in respect to whose debts the date is fixed. 
No debt shall be paid prior to the expiration of one hundred and twenty days 
after publication of the first such notice in respect of the debtor, nor in any event 
shall any payment of a debt claim be made out of any property or proceeds in 
respect of which a suit or proceeding for return pursuant to this title is pending. 

“(c) The designee shall examine the claims, and such evidence in respect thereof 
as may be presented to him or as he may introduce into the record, and shall make 
a determination, with respect to each claim, of allowance or disallowance, in whole 
or in part. The determination of the designee that a claim is within either para- 
graph (1) or (2) of subsection (a) of this section shall be final and shall not be 
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subject to judicial review, and such claim shall not be considered a debt claim for 
any purpose under this section. 

‘““(d) Payment of debt claims shall be made only out of such money included in, 
or received as net proceeds from the sale, use, or other disposition of, any property 
owned by the debtor immediately prior to its vesting in the designee of the Presi- 
dent, as shall remain after deduction of (1) the amount of the expenses of the 
designee (including both expenses in connection with such property or proceeds 
thereof, and such portion as the designee shall fix of his other expenses), and of 
taxes, as defined in section 212, paid by the designee in respect of such property 
or proceeds; and (2) such amount, if any, as the designee may establish as a cash 
reserve for the future payment of such expenses and taxes. If the money available 
hereunder for the payment of debt claims against the debtor is insufficient for the 
satisfaction of all claims allowed by the designee, ratable payments shall be made 
in accordance with subsection (g) of this section to the extent permitted by the 
money available and additional payments shall be made whenever the designee 
shall determine that substantial further money has become available, through 
liquidation of any such property or otherwise. The designee shall not be re- 
quired, through any judgment of any court, levy of execution, or otherwise, to sell 
or liquidate any property vested in him, for the purpose of paying or satisfying 
any debt claim. 

‘(e) If the aggregate of debt claims filed as prescribed does not exceed the 
monev from which, in accordance with subsection (d) of this section, payment 
may be made, the designee shall pay each claim to the extent allowed, and shall 
serve by registered mail, on each claimant whose claim is disallowed in whole 
or in part, a notice of such disallowance. Within sixty days after the date of 
mailing of the designee’s determination, any debt claimant whose claim has been 
disallowed in whole or in part may file in the District Court of the United State 
for the District of Columbia a complaint for review of such disallowance naming 
the designee as defendant. Such complaint shall be served on the designee. 
The designee, within forty-five days after service on him, shall certifv and file 
in said court a transcript of the record of proceedings with respect to the claim 
in question. Upon good cause shown such time mav be extended by the court. 
Such record shall include the claim as filed, such evidence with respect thereto 
as may have been presented to the designee or introduced into the record by 
him, and the determination of the designee with respect thereto, including any 
findings made by kim. The court may, in its discretion, take additional evidence, 
upon a showing that such evidence was offered to and excluded by the designe: 
or could not reasonably have been adduced before him or was not available to 
him. The court shall enter judgment affirming, modifying, or reversing the 
designee’s determination, and directing payment in the amount, if any, which 
it finds due. 

““(f) If the aggregate of debt claims filed as prescribed exceeds the money from 
which, in accordance with subsection (d) of this section, payment may be made, 
the designee shall prepare and serve by registered mail on all claimants a schedule 
of all debt claims allowed and the proposed payment to each claimant. In pre- 
paring such schedule, the designee shall assign priorities in accordance with sub- 
section (g) of this section. Within sixty days after the date of mailing of such 
schedule, any claimant considering himself aggrieved may file in the District 
Court of the United States for the District of Columbia a complaint for review 
of such schedule, naming the designee as defendant. A copy of such complaint 
shall be served upon the designee and on each claimant named in the schedule. 
The designee, within forty-five days after service on him, shall certify and file 
in said court a transcript of the record of proceedings with respect to such sched- 
ule. Upon good cause shown such time may be extended by the court. Such 
record shall include the claims in question as filed, such evidence with respect 
thereto as may have been presented to the designee or introduced into the record 
by him, any findings or other determinations made by the designee with respect 
thereto, and the schedule prepared by the designee. The court may, in its dis- 
cretion, take additional evidence, upon a showing that such evidence was offered 
to and excluded by the designee or could not reasonably have been adduced 
before him or was not available to him. Any interested debt claimant who 
has filed a claim with the designee pursuant to this section, upon timely applica- 
tion to the court, shall be permitted to intervene in such review proceedings. 
The court shall enter judgment affirming or modifying the schedule as prepared 
by the designee and directing paymert, if any be found due, pursuant to the 
schedule as affirmed or modified and to the extent of the money from which, in 
accordance with subsection (d) of this section, payment may be made. Pending 
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the decision of the court on such complaint for review, and pending final deter- 
mination of any appeal from such decision, payment may be made only to an 
extent, if any, consistent with the contentions of all claimants for review. 

(g) Debt claims shall be paid in the following order of priority: (1) Wage and 
salary claims, not to exceed $600; (2) claims entitled to priority under sections 
3466 and 3468 of the Revised Statutes (31 U. 8. C., secs. 191 and 193), except 
as provided in subsection (h) of this section; (8) all other claims for services 
rendered; for expenses incurred in connection with such services, for rent, for 
goods and materials delivered to the debtor, and for payments made to the 
debtor for goods or services not received by the claimant; (4) all other debt 
claims. No payment shall be made to claimants within a subordinate class 
unless the money from which, in accordance with subsection (d) of this section, 
payment may be made permits payment in full of all allowed claims in every 
prior class. 

‘‘(h) No debt of any kind shall be entitled to priority under any law of the 
United States or any State, Territory, or possession thereof, or the District of 
Columbia, solely by reason of becoming a debt due or owing to the United States 
as a result of its acquisition by the designee of the President under this title. 

“(j) The sole relief and remedy available to any person seeking satisfaction 
of a debt claim out of any property vested in the designee under section 202 (a), 
or'the proceeds thereof, shall be the relief and remedy provided in this section, 
and suits for the satisfaction of debt claims shall not be instituted, prosecuted, 
or further maintained except in conformity with this section. No person assert- 
ing any interest, right, or title in any property or proceeds acquired by the designe: 
shall be barred from proceeding pursuant to this title for the return thereof, by 
reason of any proceeding which he may have brought pursuant to this section 
nor shall any security interest asserted by the creditor in any such property or 
proceeds be deemed to have been waived solely by reason of such proceeding 
Nothing contained in this section shall bar any person from the prosecution of 
any suit at law or in equity against the original debtor or against any other 
person who may be liable for the payment of any debt for which a claim might 
have been filed hereunder. No purchaser, lessee, licensee, or other transferee 
of any property from the designee shall, solely by reason of such purchase, lease, 
license, or transfer, become liable for the payment of any debt owed by the 
person who owned such property prior to its vesting in the designee. Payment 
by the designee to any debt claimant shall constitute, to the extent of payment, 
a discharge of the indebtedness represented by the claim. 

‘Sec. 209. The officer or agency designated by the President under this title 
to entertain claims under section 207 (b) and section 208 shall have power to 
hold such hearings as may be deemed necessary; to prescribe rules and regula- 
tions governing the form and contents of claims, the proof thereof, and all other 
matters related to proceedings on such claims; and in connection with such pro- 
ceedings to issue subpenas, administer oaths, and examine witnesses. Such 
powers, and any other powers conferred upon such officer or agency by sectio 
207 (b) and section 208 may be exercised through subordinate officers designated 
by such officer or agency. 

“Sec. 210. No suit may be instituted pursuant to section 207 (a) after the 
expiration of one year from the date of vesting of the property in respect of 
which relief is sought. No return may be made pursuant to section 207 (b 
unless notice of claim has been filed within one year from the date of vesting 
of the property in respect of which the claim is filed. 

“Sec. 211. No property or proceeds shall be returned under this title, nor 
shall any payment be made or judgment awarded in respect of any property 
vested in any officer or agency designated by the President under this title unless 
satisfactory evidence is furnished to said designee, or the court, as the case may 
be, that the aggregate of the fees to be paid to all agents, attorneys at law or in 
fact, or representatives, for services rendered in connection with such return 
or payment or judgment does not exceed 10 per centum of the value of such 
property or proceeds or of such payment. Any agent, attorney at law or in 
fact, or representative, believing that the aggregate of the fees should be in 
excess of such 10 per centum may, in the case of any return of, or the making of 
any payment in respect of, such property or proceeds by the President or such 
officer or agency as he may designate, petition the district court of the United 
States for the district in which he resides for an order authorizing fees in excess 
of 10 per centum and shall name such officer or agency as respondent. The 
court hearing such petition or a court awarding any judgment in respect of any 
such property or proceeds, as the case may be, shall approve an aggregate of 
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fees in excess of 10 per centum of the value of such property or proceeds only 
upon a finding that there exist special circumstances of unusual hardship which 
require the payment of such excess. Any person accepting any fee in excess of 
an amount approved under this section, or retaining for more than thirty days 
any portion of a fee, accepted prior to such approval, in excess of the fee as 
approved, shall be guilty of a violation of this title. 

“Sec. 212. (a) The vesting in any officer or agency designated by the President 
under this title of any property or the receipt by such designee of any earnings, 
increment, or proceeds thereof shall not render inapplicable any Federal, State, 
Territorial, or local tax for any period before or after such vesting. 

‘‘(b) The officer or agency designated by the President under this title shall, 
notwithstanding the filing of any claim or the institution of any suit under this 
title, pay any tax incident to any such property, or the earnings, increment, or 
proceeds thereof, at the earliest time appearing to him to be not contrary to the 
interest of the United States. The former owner shall not be liable for any such 
tax accruing while such property, earnings, increment, or proceeds are held by 
such designee, unless they are returned pursuant to this title without payment 
of such tax by the designee. Every such tax shall be paid by the designee to 
the same extent, as nearly as may be deemed practicable, as though the property 
had not been vested, and shall be paid only out of the property, or earnings, 
increment, or proceeds thereof, to which they are incident or out of other prop- 
erty acquired from the same former owner, or earnings, increment, or proceeds 
thereof. No tax liability may be enforced from any property or the earnings, 
increment, or proceeds thereof while held by the designee except with his consent. 
Where any property is transferred, otherwise than pursuant to section 207 (a) 
or 207 (b) hereof, the designee may transfer the property free and clear of any 
tax, except to the extent of any lien for a tax existing and perfected at the date 
of vesting, and the proceeds of such transfer shall, for tax purposes, replace the 
property in the hands of the designee. 

‘(c) Subject to the provisions of subsection (b) of this section, the manner of 
computing any Federal taxes, including without limitation by reason of this 
enumeration, the applicability in such computation of credits, deductions, and 
exemptions to which the former owner is or would be entitled, and the time and 
manner of any payment of such taxes and the extent of any compliance by the 
designee with provisions of Federal Jaw and regulations applicable with respect 
to Federal taxes, shall be in accordance with regulations prescribed by the Secre- 
tary of the Treasury to effectuate this section. Statutes of limitations on assess- 
ments, collection, refund, or credit of Federal taxes shall be suspended with 
respect to any vested property or the earnings, increment, or proceeds thereof, 
while vested and for six months thereafter; but no interest shall be paid upon 
any refund with respect to any period during which the statute of limitations is 
so suspended. 

‘“(d) The word ‘tax’ as used in this section shall include, without limitation by 
reason of this enumeration, any property, income, excess-profits, war-profits, 
excise, estate, and employment tax, import duty, and special assessment; and 
also any interest, penalty, additional amount, or addition thereto not arising 
from any act, omission, neglect, failure, or delay on the part of the designee. 

“Src. 213. Prior to covering the net proceeds of liquidation of any property 
into the Treasury pursuant to section 202 (a), the designee of the President under 
this title shall determine— 

“(1) the amount of his administrative expenses attributable to the per- 
formance of his functions under this title with respect to such property and 
the proceeds thereof. The amount so determined, together with an amount 
not exceeding that expended or incurred for the conservation, preservation, 
or maintenance of such property and the proceeds thereof, and for taxes in 
respect of same, shall be deducted and retained by the designee from the 
proceeds otherwise covered into the Treasury; and 

(2) that the time for the institution of a suit under section 207 (a), for 
the filing of a notice of claim under section 207 (b), and for the filing of debt 
claims under section 208 has elapsed. 

The determinations of the designee under this section shall be final and conclusive, 

‘Sec. 214. No property conveyed, transferred, assigned, delivered, or paid to 
the designee of the President under this title, or the net proceeds thereof, shall 
be liable to lien, attachment, garnishment, trustee process, or execution, or ‘sub- 
ject to any order or decree of any court, except as provided in this title. 

“Sec. 215. Whoever shall willfully violate any provision of this title or any 
rule or regulation issued hereunder, and whoever shall willfully violate, neglect, 
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orrefuse to comply with any order of the President or of a designee of the Presi- 
dent under this title, issued in compliance with the provisions of this title shall 
be fined not more than $5,000, or, if a natural person, imprisoned for not more 
than five years, or both; and the officer, director, or agent of any corporation who 
knowingly participates in such violation shall be punished by a like fine, imprison- 
ment, or both. 


“TITLE III 
“CLAIMS AGAINST BULGARIA, HUNGARY, RUMANIA, ITALY, AND THE SOVIET UNION 


“Sec. 301. As used in this title the term— 

(1) ‘Person’ means a natural person, partnership, association, other unin- 
corporated body, corporation, or body politic. 

“(2) ‘National of the United States’ means (A) a natural person who is a 
citizen of the United States, or who owes permanent allegiance to the United 
States, and (B) a corporation or other legal entity which is organized under the 
laws of the United States, any State or Territory thereof, or the District of 
Columbia, if natural persons who are nationals of the United States own, directly 
or indirectly, more than 50 per centum of the outstanding capital stock or other 
beneficial interest in such legal entity. It does not include aliens. 

(3) ‘Treaty of peace’, with respect to a country, means the treaty of peace 
with that country signed at Paris, France, February 10, 1947, which came into 
force between that country and the United States on September 15, 1947. 

“(4) ‘Memorandum of Understanding’ means the Memorandum of Under- 
standing between the United States and Italy regarding Italian assets in the 
United States and certain claims of nationals of the United States, signed at 
Washington, District of Columbia, August 14, 1947 (61 Stat. 3962). 

“(5) ‘Soviet Government’ means the Union of Soviet Socialist Republics, 
including any of its present or former constituent republics, other political sub- 
divisions, and any territories thereof, as constituted on or prior to November 16, 
1933 

‘(6) ‘Litvinov Assignment’ means (A) the communication dated November 16, 
1933, from Maxim Litvinov to President Franklin D. Roosevelt, wherein the 
Soviet Government assigned to the Government of the United States amounts 
admitted or found to be due it as the successor of prior governments of Russia, 
or otherwise, preparatory to a final settlement of the claims outstanding between 
the two Governments and the claims of their nationals; (B) the communication 
dated November 16, 1933, from President Franklin D. Roosevelt to Maxim 
Litvinov, accepting such assignment; and (C) the assignments executed by Serge 
Ughet on August 25, 1933, and November 15, 1933, assigning certain assets to 
the Government of the United States. 

“(7) ‘Russian national’ includes any corporation or business association 
organized under the laws, decrees, ordinances, or acts of the former Empire of 
Russia or of any government successer thereto, and subsequently nationalized 
or dissolved or whose assets were taken over by the Soviet Government or which 
was merged with any other corporation or organization by the Soviet Government. 

““(8) ‘Commission’ means the Foreign Claims Settlement Commission of the 
United States, established pursuant to Reorganization Plan Numbered 1 of 1954 
(68 Stat. 1279). 

‘(9) ‘Property’ means any property, right, or interest. 

“Sec. 302. There are hereby created in the Treasury of the United States five 
funds to be known as the Bulgarian Claims Fund, the Hungarian Claims Fund, 
the Rumanian Claims Fund, the Italian Claims Fund, and the Soviet Claims 
Fund. The Secretary of the Treasury shall cover into each of the Hungarian, 
Rumanian, and Bulgarian Claims Funds, the funds attributable to the respective 
country or its nationals covered into the Treasury pursuant to subsections (a) 
and (b) of section 202 of this Act. The Secretary of the Treasury shall cover into 
the Italian Claims Fund the sum of $5,000,000 paid to the United States by the 
Government of Italy pursuant to article II of the Memorandum of Understanding. 
The Secretary shall cover into the Treasury the funds collected by the United 
States pursuant to the Litvinov Assignment (including postal funds due prior to 
November 16, 1933, to the Union of Soviet Socialist Republics because of money 
orders certified to that country for payment) and shall cover into the Soviet 
Claims Fund the funds so covered into the Treasury. The Secretary shall deduct 
from each claims fund 5 per centum thereof as reimbursement to the Government 
of the United States for the expenses incurred by the Commission and by the 
Treasury Department in the administration of this title. Such deduction shall 
be made before any payment is made out of such fund under section 310. All 
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amounts so deducted shall be covered into the Treasury to the eredit of miscella- 
neous receipts. 

“Src. 303. The Commission shall receive and determine in accordance with 
applicable substantive law, including international law, the validity and amounts 
of claims of nationals of the United States against the Governments of Bulgaria 
Hungary, and Rumania, or any of them, arising out of the failure to 

‘“‘(1) restore or pay compensation for property of nationals of the United 
States as required by article 23 of the treaty of peace with Bulgaria, articles 
26 and 27 of the treaty of peace with Hungary, and articles 24 and 25 of the 
treaty of peace with Rumania. Awards under this paragraph shall be in 
amounts not to exceed two-thirds of the loss or damage actually sustained. 
No claim under this paragraph shall be denied on the sole ground that the 
natural person who originally suffered the loss was not a national of the 
United States if on the date of the armistice with the country with respect 
to which his claim is asserted and continuously thereafter until September 15, 
1947, such person was a permanent resident of the United States, and if he 
had at any time prior to the date of such armistice formally declared hi 
intention of becoming a citizen of the United States and had become 

citizen of the United States by September 15, 1947; 

‘““(2) pay effective compensation for the nationalization, 
liquidation, or other taking, prior to September 15, 1947, of property of 
nationals of the United States in Bulgaria, Hungary, and Rumania; and 

‘“(3) meet obligations arising out of contracts which existed on 
other rights which were acquired by nationals of the United States prior to 
April 24, 1941, in the case of Bulgaria, and on or prior to September 1, 1939 
in the case of Hungary and Rumania, and which became payable prior t« 
September 15, 1947. 

“Sec. 304. The Commission shall receive and determine, in accordance with 
the Memorandum of Understanding and applicable substantive law, 
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including 
international law, the validity and amount of claims of nationals of the United 
States against the government of Italy arising out of the war in which Italv was 
engaged from June 10, 1940, to September 15, 1947, and with respect to which 
provision was not made in the treaty of peace with Italy. 

‘Sec. 305. (a) The Commission shall receive and determine in accordance with 
applicable substantive law, including international law, the validity and amounts 
of 

‘‘(1) claims of nationals of the United States against a Russian national 
originally accruing in favor of a national of the United States with respect 
to which a judgment was entered in, or a warrant of attachment issued from, 
any court of the United States or of a State of the United States in favor of 
a national of the United States, with which judgment or warrant of attach- 
ment a lien was obtained by a national of the United States, prior to Novem- 
ber 16, 1933, upon any property in the United States which has been taken, 
collected, reeovered, or liquidated by the Government of the United States 
pursuant to the Litvinov Assignment. Awards under this paragraph shall 
not exceed the proceeds of such property as may have been subject to the 
lien of the judgment or attachment; nor, in the event that such proceeds 
are less than the aggregate amount of all valid claims so related to the sam« 
property, exceed an amount equal to the proportion which each such claim 
bears to the total amount of such proceeds; and 

‘‘(2) claims, arising prior to November 16, 1933, of nationals of the United 
States against the Soviet Government. 

‘““(b) Any judgment entered in any court of the United States or of a State of 
the United States shall be binding upon the Commission in its determination 
under paragraph (1) of subsection (a) of this section, of any issue which was deter- 
mined by the court in which the judgment was entered. 

‘‘(c) The Commission shall give preference to the disposition of the claims re- 
ferred to in paragraph (1) of subsection (a) of this section, over all other claims 
presented to it under this title. 

“Sec. 306. Within sixty davs after the date of enactment of this title, or within 
sixty days after the date of enactment of legislation making appropriations to the 
Commission for payment of administrative expenses incurred in carrying out its 
functions under this title, whichever date is later, the Commission shall pyblish 
in the Federal Register the time when and the limit of time within which claims 
may be filed under this title, which limit shall not be more than one year after 
such publication, except that with respect to claims under section 305 this limit 
shall not exceed six months. 
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“Sec. 307. The amount of any award made pursuant to this title based on a 
claim of a national of the United States other than the national of the United 
States to whom the claim originally accrued shall not exceed the amount of the 
actual consideration last paid therefor prior to January 1, 1953. 

“Spc. 308. The Commission shall as soon as possible, and in the order of the 
making of such awards, certify to the Secretary of the Treasury, in terms of 
United States currency, each award made pursuant to this title. 

“Sec. 309. All payments authorized under this title shall be disbursed exclue 
sively from the claims fund attributable to the country with respect to which tle 
claims are allowed pursuant to this title. All amounts covered into the Treasury 
to the credit of the claims funds created by section 302 are hereby permanently 
appropriate d for the making of the payments authorized under this title. 

‘Sec. 310. (a) The Secretary of the Treasury shall make payments on account 
of awards certified by the Commission pursuant to this title as follows: 

‘““(1) Payment in full of the principal amount of each award made pursuant to 
section 305 (a) (1) and each award of $1,000 or less made pursuant to section 303 
or 304; 

(2) Payment in full of the principal amount of each award of $1,000 or less 
made pursuant to section 305 (a) (2); 

(3) Payment in the amount of $1,000 on account of the principal of each 
award of more than $1,000 in amount made pursuant to section 303, 304, or 
305 (a) (2 

“(4) After completing the payments under the preceding paragraphs of this 
subsection from any one fund, payments from time to time, in ratable propor- 
tions, on account of the then unpaid principal of all awards in the principal 
amount of more than $1,000, according to the proportions which the unpaid prin- 
cipal of such awards bear to the total amount in the fund available for distribution 
on account of such awards at the time such payments are made; 

(5) After payment has been made in full of the principal amounts of all awards 
from any one fund, pro rata payments from the remainder of such fund then avail- 
able for distribution on account of accrued interest on such awards as bear interest. 

“(b) Such payments, and applications for such payments, shall be made in 
accordance with such regulations as the Secretary of the Treasury shall prescribe 

“(c) For the purposes of making any such payments, an ‘aw ard’ shall be deemed 
to mean the aggregate of all awards certified in favor of the same claimant and 
payable from the same fund. 

““(d) With respect to any claim which, at the time of the award, is vested in 
persons other than the person to whom the claim originally accrued, the Com- 
mission may issue a consolidated award in favor of all claimants then entitled 
thereto, which award shall indicate the respective interests of such claimants 
therein; and all such claimants shall participate, in proportion to their indicated 
interests, in the payments provided by this section in all respects as if the award 
had been in favor of a single person. 

“Sec. 311. (a) If a corporation or other legal entity has a claim on which an 
award may be made under this title, no award may be made to any other person 
under this title with respect to such claim. 

““(b) A claim based upon an interest, direct or indirect, in a corporation or 
other legal entity which directly suffered the loss with respect to which the claim 
is asserted, but which was not a national of the United States at the time of the 
loss, shall be acted upon without Tegard to the nationality of such legal entity 
if at the time of the loss at least 25 per centum of the outstanding capital stock 
or other beneficial interest in such entity was owned, directly or indirectly, by 
natural persons who were nationals of the United States or, such natural persons 
who would be eligible to file claims under section 303 (1). 

“Sec. 312. No award shall be made under this title to or for the benefit of any 
person who voluntarily, knowingly, and without duress, gave aid to or collaborated 
with or in any manner served any government hostile to the United States during 
World War II, or who has been convicted of a violation of any provision of chapter 
115, of title 18, of the United States Code, or of any other crime involving dis- 
loyalty to the United States. 

“Sec. 313. Payment of any award made pursuant to section 303 or 305 shall 
not, unless such payment is for the full amount of the claim, as determined by 
the Commission to be valid, with respect to which the award is made, extinguish 
such claim, or be construed to have divested any claimant, or the United States 
on his behalf, of any rights against the appropriate foreign government or national 
for the unpaid balance of his claim or for restitution of his property. All awards 
or payments made pursuant to this title shall be without prejudice to the claims 
of the United States against any foreign government. 
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“Sec. 314. The action of the Commission in allowing or denying any claim 
under this title shall be final and conclusive on all questions of law and fact and 
not subject to review by any other official of the United States or by any court 
by mandamus or otherwise, and the Comptroller General shall allow credit in 
the accounts of any certifying or disbursing officer for payments in accordance 
with such action. 

“Sec. 315. There are hereby authorized to be appropriated such sums as may 
be necessary to enable the Commission and the Treasury Department to pay 
their administrative expenses incurred in carrying out their functions under 
this title. 

“Sec. 316. The Commission shall complete its affairs in connection with the 
settlement of claims pursuant to section 305 (a) (1) not later than two years, and 
all other claims pursuant to this title not later than four years, following the 
date of enactment of this title, or following the date of enactment of legislation 
making appropriations to the Commission for the payment of administrative 
expenses incurred in carrying out its functions under this title, whichever date 
is later. 

“Src. 317. (a) The total remuneration paid to all agents, attorneys-at-law or 
in fact, or representatives, for services rendered on behalf of any claimant in 
connection with any claim filed with the Commission shall not exceed 10 per 
centum of the total amount paid under this title on account of such claim, or 
such greater amount as may be determined pursuant to subsection (b) of this 
section. Any agreement to the contrary shall be unlawful and void. Whoever, 
in the United States or elsewhere, demands or receives, on account of services so 
rendered, any remuneration which, together with all remuneration paid to other 
persons on account of such services and of which he has notice, is in excess of the 
maximum permitted by this section, shall be fined not more than $5,000 or 
imprisoned not more than twelve months, or both. 

“(b) Not later than three months after the Commission has completed its 
affairs in connection with the settlement of all claims payable from the fund 
from which an award is payable, any agent, attorney-at-law or in fact, or repre- 
sentative who believes that the total remuneration for services rendered in 
connection with the claim upon which such award is made should exceed the 
maximum otherwise permitted by this section may, pursuant to such procedure 
as the Commission shall prescribe by regulation, petition the Commission for an 
order authorizing the payment of remuneration in excess of such maximum, 
The Commission shall issue such an order only upon a finding that there exist 
special circumstances of unusual hardship which require the payment of such 
excess; and such order shall state the amount of the excess which may so be paid. 
The determination of the Commission in ruling upon such petition shall be 
within the sole discretion of the Commission and shall not be subject to review 
by any court. 

“Sec. 318. The following provisions of title I shall be applicable to this title: 
Subsections (b), (ce), (d), (e), (h), and (j) of section 4; and subsections -(c), (d), 
(e), and (f) of section 7.” 

Sec. 4. Public Resolution Numbered 36, Seventy-sixth Congress, approved 
August 4, 1939 (53 Stat. 1199), entitled ‘‘Resolution to provide for the adjudication 
by a Commissioner of Claims of American nationals against the Government of 
the Union of Soviet Socialist Republics’’, is hereby repealed. 

Passed the House of Representatives June 23, 1955. 

Attest: 

RawtpxH R. Roserts, Clerk. 

Senator Futsricar. As reported out of the House committee, the 
bill before us differs in a number of respects from S. 1310, the bill 
introduced in the Senate during this session, but on which we are not 
acting. The basic pattern of the two bills is similar. H. R. 6382 
relates to three classes of claims: (1) war damage claims; (2) national- 
ization or other expropriation claims; and (3) prewar governmental 
debt claims. The committee is particularly interested in the way 
these claims would be dealt with; the source of the funds which are to 
become available for that purpose; and the classes of claimants who 
are eligible to participate in their distribution. 

We will first hear from representatives of the various Government 
agencies concerned, beginning with Mr. Thruston B. Morton, Assis- 
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tant Secretary of State, who will be followed by the Chairman of the 
Foreign Claims Settlement Commission, Mr. Whitney Gillilland. It is 
planned to complete the hearings by next Monday, if possible. 

Mr. Morton, are you prepared to commence? 

Mr. Morton. Yes, Mr. Chairman. 


STATEMENT OF HON. THRUSTON B. MORTON, ASSISTANT SECRE- 
TARY OF STATE FOR CONGRESSIONAL RELATIONS 


Mr. Morton. Mr. Chairman and members of the committee, the 
Department of State is interested in H. R. 6382, a bill to amend the 
International Claims Settlement Act of 1949, because it makes pro- 
vision for the adjudication and at least partial satisfaction of claims 
of American citizens against certain foreign governments. This bill 
was sponsored and forwarded to the Congress by the Foreign Claims 
Settlement Commission, although the Department collaborated with 
the Commission and other Governmental agencies in the preparation 
of the legislation which was introduced in the Senate as 5. 1310 by 
Senator George, the chairman of the committee. Representatives of 
other agencies will be prepared, I understand, to testify regarding 
detailed provisions of the bill. But I desire to make a brief statement 
regarding some of the more important policy aspects of the matter. 


VESTING AND LIQUIDATION OF BULGARIAN, RUMANIAN, AND HUNGARIAN 


ASSETS 


Title II of the bill provides for the vesting and liquidation of Bul- 
garian, Rumanian, and Hungarian assets. Under the peace treaties 
with these countries the United States was entitled, with some excep- 
tions, to seize and liquidate Bulgarian, Hungarian, and Rumanian 
assets in the United States which were blocked here during World 
War II. Under other provisions of these treaties American nationals 
who during the war had been deprived of their property or had suffered 
damage to their property in Bulgaria, Hungary, and Rumania were 
entitled to restoration of their property or compensation for unre- 
stored property and compensation for such war damage from these 
governments. Although approximately 8 years have elapsed since 
the conclusion of the treaties of peace with these countries, all efforis 
of this Government to secure the satisfaction of the American claims 
have proved fruitless and these countries give no evidence of any 
intention to satisfy such claims. In addition, since the war, these 
countries have nationalized American property or engaged in other 
kinds of taking without providing compensation to the American 
claimants affected thereby. In the circumstances, the Department 
of State considers it desirable to seize the blocked Bulgarian, Hun- 
garian, and Rumanian property and to apply the proceeds of the 
liquidation of such property to the satisfaction of the American claims. 
While under the provisions of the treaties these proceeds could be 
devoted to whatever purposes the United States Government believed 
desirable, the Department of State concluded that it was fit and 
appropriate to utilize the proceeds for the satisfaction of the American 
claims. In this way some measure of compensation will be given to 
American claimants who have been urging the State Department to 
assist them and who under present circumstances have no expectation 
of satisfaction of their claims from any other source. 
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EXCLUSION FROM VESTING PROGRAM OF PROPERTY OF NATURAL 
PERSONS 


The Department of State is of the opinion that the property of 
natural persons should be excluded from the vesting program. While 
the United States has the right to seize such property, it is considered 
undesirable to take this action; the assets of natural persons are 
relatively small in amount and we do not wish to alienate the support 
of friendly nationals of Bulgaria, Hungary, and Rumania or impair 
their faith in the United States. Thus, the legislation provides for 
keeping the assets of natural persons in a blocked status subject to 
release, when, as, and upon such terms as the President or his designee 
may prescribe. 

Senator SmirH. Mr. Morton, are those assets of natural persons 
which you are talking about now blocked? 

Mr. Morton. Yes, sir, they are. 

Senator SmirH. Are they in the blocked funds which could be 
available for distribution? 

Mr. Morton. That is correct, sir. 

Senator SmirH. And your suggestion is that in the case of the 
properties of natural persons, as distinguished from the other assets, 
you would not apply this vesting principle? 

Mr. Morton. Those assets that belong to the natural persons 
would be retained by the Government but not vested in this fund 
to which the claimants would apply. 

The matter of release will be the subject of further study. The 
Department would favor release under appropriate safeguards. 


VESTING OF CORPORATE ASSETS 


On the other band, the legislation provides for the vesting and liqui- 

dation not only of the assets of the Governments of Bulgaria, Hun- 
gary, and Rumania, but also of assets belonging to corporations or- 
canized under the laws of these countries. The Department of State 
has taken this position with respect to corporate assets, since the 
effective appropriation by the Governments of Bulgaria, Hungary, 
and Rumania of all corporate property in those countries has made 
it virtually impossible to determine the rights of the former beneficial 
owners. 


TYPES OF CLAIMS COMMISSION WILL ADJUDICATE 


Title III provides for the adjudication by the Foreign Claims Settle- 
ment Commission of certain claims of American nationals against 
those three countries, such as war damage claims and nationalization 
(or other expropriation) claims. 

It also provides for the adjudication of certain claims of American 
nationals against Italy. Under the Italian Peace Treaty the United 
States was entitled to seize and liquidate Italian assets in this country. 
However, in view of Italy’s cobelligerency and its willingness to satisfy 
American claimants for claims arising in Italy during the war, it was 
agreed in 1947 with the Italian Government that Italian assets in the 
United States would be released. These assets have been released 
and American war claims in Italy are currently being satisfied. As 
part of the agreement the Italian Government turned over to the 
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United States $5 million for the purpose of satisfying claims not 
covered by the treaty. The proposed legislation provides for the 
adjudication and satisfaction of such claims out of the $5 million and 
thus establishes the basis for winding up this remaining aspect of 
American claims against Italy arising out of the war. 

Title III also provides for the adjudication of certain claims of 
American nationals against the Soviet Union. Upon the recognition 
of the Soviet Government on November 16, 1933, there was an ex- 
change of communications between Maxim Litvinov and President 
Franklin D. Roosevelt (commonly known as the Litvinov assignment) 
by which the Government of the Union of Soviet Socialist Republics 
released and assigned to this Government all amounts admitted to be 
due, or which might be found to be due, the Soviet Government from 
American nationals, whether as the successor of prior Russian Govern- 
ments, or otherwise. The notes stated that the assignment was 
preparatory to a final settlement of the outstanding claims and counter 
claims between the two Governments. Subsequent negotiations be- 
tween the two Governments, with a view to agreeing upon the contem- 
plated overall final settlement, have so far proved unsuccessful. 

The Department of Justice completed the collection of the assigned 
assets, by litigation or otherwise, and the proceeds, in the sum of 
approximately $9 million are deposited in a special account in the 
Treasury. It has long been the view of the Department that these 
funds should be distributed among American nationals having claims 
against the Soviet Union outstanding at the time of the assignment. 


STATE DEPARTMENT SUPPORTS H. R. 6382 WITH CERTAIN EXCEPTIONS 


In general, therefore, H. R. 6382 is supported by the Department of 
State with certain exceptions to which it hopes the committee will 
give its attention. The bill as recommended by the administration 
provided for the settlement of nationalization claims for property 
taken in Bulgaria, Rumania, and Hungary prior to the effective date 
of the act. However, by paragraph 2 of section 303 of H. R. 6382, 
provision is made only for the settlement of claims involving proper- 
ties taken prior to September 15, 1947. The effect of this provision 
is to eliminate from the legislation most of the nationalization claims, 
the bulk of which arose after the 1947 cutoff date contained in the bill 
passed by the House. If these claims are excluded from participa- 
tion in these funds, the claimants would have no reason to expect 
compensation from any other source in the foreseeable future. The 
Department strongly recommends that this bill be amended to 
correspond with the administration’s original draft on this point. 

The measure originally recommended by the administration con- 
templated that the eligibility of war damage claimants against 
Bulgaria, Hungary, and Rumania should be determined in accordance 
with the treaties of peace with those countries. The treaties included 
as eligible claimants persons who were United Nations nationals 
(which would include United States citizens) on the date of the 
respective armistice agreements. The present measure includes an 
amendment (par. 1 of sec. 303) which would dispense with the treaty 
requirement that the claimant be a citizen at the date of the armistice 
and make eligible as claimants persons who had on that date declared 
their intention to become citizens. 
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We believe that we should point out that it is probable that 
claimants who are eligible under this section as originally recommended 
will receive only partial compensation on account of their war claims. 
If additional claimants not having valid claims under international 
law or the peace treaties are made eligible to participate in the funds, 
the result will be that claimants having valid calims under the treaties 
or international law will receive less compensation than they would 
be entitled to receive under the measure as originally recommended. 

In closing, Mr. Chairman, I wish to emphasize the hope of the 
Department that a suitable bill will be enacted into law as soon as 
possible, thus bringing a measure of satisfaction to American claimants 
who have been denied compensation for many years. As I indicated 
at the outset, other witnesses are available and better able to testify 
regarding the detailed provisions of this somewhat technical piece of 
legislation. 

Senator Futsricut. Thank you, Mr. Morton. 

Are there any questions? 

Senator Smiru. Yes. 

Senator FuLsrigutr. Senator Smith. 


AMOUNT OF CLAIMS AND AMOUNT OF MONEY AVAILABLE FOR THEIR 
PAYMENT 


Senator Smiru. For my information, Mr. Morton, I would like to 
know just roughly the total of the claims involved in this legislation, 
and then, compared with that, what the amount available that has 
been blocked is, so that we can see the discrepancy between the total 
of the claims and the amount available to settle those claims. 

Mr. Morton. I think that Mr. Clay of the Commission is perhaps 
better able to answer that question. 

Senator Smirx. I will postpone that, then, if you would rather. 
But for my information, I would like to get the picture of how muc ‘h 
money is available to pay the claims and what is the total amount of 
the claims. 

Mr. Morton. I can give you the assets, sir. 

The assets of Bulgaria, Rumania, and Hungary total some $34 
million, and we estimate that about $7 million of this are the private 
assets or the assets of natural persons. So there would be available 
into the funds from these 3 sources approximately $27 million. 

Under the Litvinov assignment there are $9 million available, 
approximately. 

Under the Lombardo agreement with the Italians, it is approxi- 
mately $5 million. 

So that gives us a total of approximately $41 million that would be 
in this vested fund. 

I think Mr. Clay later will be able to give you some approximation 
of the amounts that will be claimed, but that will be, I understand, 
just an approximation. 

Senator Smirx. I will postpone my questions, then, until Mr. 
Clay comes forward. 

Senator Futspricut. Senator Aiken? 

Senator Arken. No. I was going to pursue the same line that 


Senator Smith started on. I will wait until the technical witnesses 
come on. 
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Senator Futsricutr. Thank you, Mr. Morton. 

We will now proceed with the next witness who I understand is 
informed on the technical details of the matter. 

Mr. Morton. Thank you, Mr. Chairman. 

Senator Futsrient. Mr. Whitney Gillilland, Chairman of the 
Foreign Claims Settlement Commission. 

Do you have a formal statement, Mr. Gillilland, that you wish to 
make? 

Mr. Gruuituanp. Yes, I have, Mr. Chairman. 

Senator FuLpricur. You may proceed. 


STATEMENT OF WHITNEY GILLILLAND, CHAIRMAN, FOREIGN 
CLAIMS SETTLEMENT COMMISSION 


Mr. Gruuittanp. Mr. Chairman and members of the committee, on 
June 23, 1955, the House passed H. R. 6382 to amend the Interna- 
tional Claims Settlement Act of 1949. It is now before this committee 
and I appreciate this opportunity to present the views of the Foreign 
Claims Settl ment Commission. 


PURPOSE OF H. R. 6382 


The bill would authorize the Commission to settle certain claims of 
American. nationals against Bulgaria, Hungary, Rumania, Italy, and 
the Soviet Union. It embraces World War II damage claims, and 
nationalization and contract claims, although not all categories are 
applicable to each country. Payments on the Bulgarian, Hungarian, 
and Rumanian. claims would be made from funds to become available 
under the vesting provisions of the bill with respect to assets presently 
blocked in the United States—most of it gold in Fort Knox. Pay- 
ments on the Italian claims would be made from funds already in the 
Treasury pursuant to a postwar settlement agreement with Italy. 
Payments on the Russian claims would be made from funds already 
in the Treasury as the result of the liquidation of certain Russian 
interests in the United States received under the so-called Litvinov 
assignment. 

Approximate availabilities of funds for the programs are as follows: 
Bulgaria $3,124,000, Hungary $3,176,000, Rumania $22,365,000, 
Italy $5,000,000, and Russia $9,100,000. 


ryPES, NUMBER, AND AMOUNTS OF CLAIMS 


At this point I would like to and do offer for the record tables show- 
ing the types, number, and amounts of claims expected under this 
program as to each of the five countries. 

The tables referred to follow: 


Claims against Hungary 


Estimated Estimated 
number of claimed 
claims amounts 
War damage (real and personal property ; 2, 268 $48, 300, 000 
Nationalization é ‘ 432 9, 200, 000 


Total 2. 700 57, 500, 000 
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Claims against Rumania 


I f Estimated 
num be { claims 
iT 
War damage (real and personal property 840 $74, 340, 000 
Nationalization 160 t. 160, 000 
Total 1. 000 R&. 500. 000 
Claims against Bulgaria 
Estimated Estimated 
umber of claimed 
claims :mou 
War damage (real and personal property 268 $2 940. 000 
Nationalization 9 560. 000 
Total TH i). OOO 


Claims against the Soviet Union 





Es ( Estima 

ur 
Repudiated government bonds 500 $75, 000, 000 
malization, ete , 000 50, 000, 00K 
Total... , 500 125, 000, 000 
This item includes estimate of approximately 12 judgment lien « at an asserted amount of from $ 

nillion to $5 million. It has been suggested that very few of the 12 ll constitute valid claims 
Claims again st Ital J 
I mated Est late 
A t rf Cla t 
n a 
Claims not within scope of peace treaty 1, 500 $5, 000, 000 
Anticipated claims under the various categories 

Number of Duplicate : 

, mount claimed 
claims and invalid Amoun ; 

Soviet... , ‘ SNS 5 J ; 500 500 $425, 000, 000 
Italy etka . 1, 500 500 5, 000, 000 
Bulgaria J ; 320 147 3, 500, 000 
Rumania. ___- ak a vate 1, 000 688 88, 500, 000 
Hungary 2, 700 1, 403 57, 500, 000 
Total 9. 02> 3. 238 579, 500, 000 


> 


Senator Futsricut. Do the tables take into account the cutoff date’ 
There will be a different set of claimants if the cutoff date remains as 
1947, will there not? 

Mr. GinuiLLaANb. This table applies to the bill as originally written 
and as we recommend that it be restored. 

Senator Futspricur. Not as passed by the House? 
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Mr. GiLumLanp. Not as passed by the House. 

H. R. 6382 is largely the same bill transmitted to the Congress 
earlier this year as a part of the President’s program. And I might j 
say here it is largely the same bill as the one introduced in the Senate ; 
in the 83d Congress by Senator Smith. 

Some changes were made in the bill by the House which I will 
mention later. It is designed to terminate a long-standing delay in 
the settlement of these claims, and in most respects represents the 
considered and collective judgment of the executive agencies. 


ew 


WAR DAMAGE CLAIMS 


War damage claims: The war damage claims included in the bill 
are claims against Bulgaria, Hungary, Rumania and Italy for the 
physical loss or destruction of identifiable property of American 
nationals. Claims against the Soviet Union must have arisen prior 
to November 16, 1933, the date of the Litvinov Assignment, and are 
not war damage claims. 


cpa 


NATIONALIZATION CLAIMS 


Nationalization claims: The nationalization claims are applicable j 
to the three satellite countries and the Soviet Union. Claims against 
Italy are the claims arising from the war not specifically provided for 
in the treaty with Italy. 

Senator Smiru. Let me ask you there if there are special funds to 
take care of the Italian situation, so that that is involved in the 
legislation? : 

Mr. GILLILLAND. It is involved in the legislation, yes. There were 
certain claims that were not covered specifically in the treaty. This 
fund was paid by Italy to the United States to cover them. I will 
treat it a little further along in the statement. 

Senator Smiru. Very well. 


i aE ni 


CONTRACT CLAIMS 


inal el a ar AN i inlets Sa 


Mr. Griuitianp. Contract claims: The contract claims are those 
represented by the failure of the satellite countries or of Russia to meet 
obligations on bonds, for example, or such other undertakings. With 
respect to the Soviet Union, it should also be pointed out that the bill 
provides for payment of claims of American nationals against Russian 
nationals formerly secured by attachment or similar liens obtained 
against specific assets prior to the Litvinov Assignment of November 
16, 1933. Each of these claims is given preference over other claims 
against Russia to the extent of the net amount realized upon the asset 
which was the subject of the lien. 
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H. R. 6382 AFFORDS PRINCIPAL RELIEF TO HOLDERS OF CLAIMS OF 
$1,000 OR LESS 







The bill is designed to afford principal relief to holders of claims of 
$1,000 or less. It requires the Secretary of the Treasury generally to 
make payments in full on awards of $1,000 or less. Lien claims against 
nationals of the Soviet Union are to be paid in full to the extent not 
exceeding the value of the asset against which the lien lies. With 
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respect to other awards exceeding $1,000 it is required that $1,000 be 
paid in the nature of a downpayment and that further payments be 
prorated to the extent of available funds. 

The bill now before you is a revision of the bill initially proposed to 
the Congress. It contains certaim provisions with which the Commis- 
sion is not in agreement. Principal among them are those relating to: 
(1) eligibility of claimants, and (2) nationalization claims against 
Bulgaria, Hungary, and Rumania. 
COMMISSION’S VIEWS ON PROVISIONS OF H. R. 6882 CONCERNING ELIGI- 

BILITY OF CLAIMANTS 


As presently written the bill contains a double standard of eligibility. 
It requires that damage must have been initially suffered by nationals 
of the United States as to all claims except: (1) war-damage claims 

against the three satellite countries, and (2) claims of American 
stockholders in foreign-owned corporations seeking eaeeen for 
a proportionate share of lost or damaged assets. 

War-damage oe against the satellite countries are provided for 
in section 303 (1) of the ‘bill on page 29 beginning at line 3. First the 
bill in effect says that only United States nationals adversely affected 
may file such claims but then it says also in effect, that this is not so, 
for it is provided that even if the person who originally suffered the 
loss was not a national his claim shall not be denied if he meets each 
of at following tests: 

Permanent residence in the United States on the date of the 
armistic e with the country against whom he filed the claim. 

Continuance of such permanent residence until September 
ei 1947. 

Formal declaration of intention to become a citizen prior to 
such armistice. 

4. Actually becoming a citizen by September 15, 1947. 

The first condition would require the application of three different 
dates as follows: August 24, 1944, in the case of Rumania; October 
28, 1944, as to Bulgaria; and December 28, 1944, for Hungary. 

The question of eligibility is further complicated by a floor amend- 
ment to section 311 (b) of the bill, agreed to in the House, which would 
permit additional claims by American stockholders in foreign corpora- 
tions ineligible themselves as claimants. As originally written this 
section simply said that where a national of the United States owned 
stock in a corporation which itself could not qualify as a claimant for 
the lack of a 50 percent ownership in its stock in the hands of nationals 
of the United States, that such American stockholder could file a 
claim for his proportionate share of the lost or destroyed corporation 
assets only if 25 percent of the stock was in the hands of nationals of 
the U nited States who were natural persons. The purpose of this 
provision was to eliminate claims based upon a holding of one or two 
shares. The House amendment gave such stockholder-claimant 
another alternative by providing that if he could not establish that 
25 percent of the stock was owned by American nationals he would 
still be eligible if he could establish that 25 percent of the stock was 
owned by natural persons eligible to file claims under section 303 (1). 
Section 303 (1) relates only to claims against Bulgaria, Hungary, and 
Rumania. It provides that such claims may be filed by nationals of 
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the United States, but that awards may, nonetheless, be made al- 
though the natural person who originally suffered the loss was not a 
national of the United States, if he can meet each of the four condi- 
tions I have previously described. 

These eligibility requirements would present complicated, involved, 
and expensive problems of establishing entitlement to compensation. 
They have all the earmarks of special legislation and we do not believe 
they ought to be in the bill. 

The Commission believes the language originally proposed with 
respect to the eligibility of claimants is fair and consistent with the 
principles and practices long established as legitimate guides in matters 
of this kind. Under the « accepted prine iples of international law only 
those claims would be recognized which belonged to persons who were 
nationals of the United States at the time the loss arose and to persons 
who are nationals of the United States at the time the claim is filed. 


ELIGIBILITY AMENDMENTS PROPOSED BY COMMISSION 


The Commission recommends, therefore, that the bill be amended 
as follows: 

i. On page 29, line 15, insert a period after the word ‘“‘sustained’’ 
and strike out the word “‘no”’ and strike out line 16 through line 3 on 
page 50. 

2. On page 35, line 14, insert a period after the word “States’’ and 
strike out the words ‘‘or, such natural persons who would be eligible to 
file claims under section 303 (1).”’ 


COMMISSION’S VIEWS ON PROVISIONS IN H. R. 6382 CONCERNING NATION- 
\LIZATION CLAIMS AGAINST BULGARIA, HUNGARY, AND RUMANIA 
The Commission also questions the present language of 303 (2 

which purports to provide for nationalization claims against the Gov- 

ernments of Bulgaria, Hungary, and Rumania. The Commission fears 
this language, found on page 30, lines 4 through 8, is an empty gesture. 

It reads as follows: 


2) Pay effective compensation for the nationalization, compulsory liquidation, 


or other taking, prior to September 15, 1947, of property of nationals of the United 
States in Bulgaria, Hungary, and Rumania: 

September 15, 1947, is the effective date of the treaties of peace 
with the three countries named. About a year following, certain 
economic measures were adopted in these three countries which sub- 
stantially invalidated the provisions relative to compensation for 
damage to private property. Virtually all the economic resources of 
these countries were nationalized. In Bulgaria this took place by 
virtue of the decree of the Great National Assembly of December 23, 
1947. Hungary’s nationalization program was more gradual. It 
began in 1945, was accelerated in 1946 under a law from which United 
States citizens were exempt, but came into full play in May 1948. 
It involved nationalization of industrial, mining, electrical, metallur- 
gical, and transportation facilities, employing more than 100 persons 
during the base period August 1, 1946, to March 26, 1948. No com- 
pensation has, as vet, been made to the owners of such properties. In 
Rumania the nationalization program took place pursuant to the 
constitution of April 13, 1948. The economic resources of the 
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country were taken over and operated by the Government without 
compensation to the owners. 

In its present form the bill would recognize only those nationaliza- 
tion claims which arose prior to September 15, 1947, the effective date 
of the treaties of peace. Thus it creates an inequity in favor of 
claimants whose property may conceivably have been nationalized in 
Hungary prior to that date. No nationalization took place prior to 
that date in Bulgaria and Rumania. 

Consider the case of the property owner who may have owned 
property in all three countries. This would not be an unusual cir- 
cumstance. Yet we are proposing to tell that man that we may 
recognize his claim for a nationalization loss only with respect to the 
property he owned in Hungary. I believe that we should either 
recognize all such claims or none of them. 

[t has been argued that if we refuse to recognize such claims we will, 
in effect, encourage the Department of State to greater zeal in attempt- - 
ing to obtain further satisfaction from these Balkan countries. Under 
the facts as we all know them there would seem to be very little, if any, 
chance of such satisfaction, no matter how strenuously urged by the 
State Department. 

The recognition of posttreaty nationalization claims would not 
necessarily exclude claims for losses from nationalization prior to that 
date, in that the bill would authorize payment not only for national- 
ization but for compulsory liquidation or other taking. 

Under the amendment which I will propose, the date September 15, 
1947, would be eliminated and claims become compensable for com- 
pulsory liquidation or other taking at any time prior to the enact- 
ment of the bill. I question whether the Commission will quibble 
over whether the property was nationalized, liquidated, or otherwise 
taken. 

There is a fundamental national policy involved in this which will 
be reversed if the present language is allowed to stand. This policy 
relates to the espousal by the United States of claims by its nationals 
against foreign governments based upon nationalization, confiscation, 
liquidation or other taking of their property. The custom of such 
espousal has been one of the inducements to American citizens to 
invest abroad and to engage in business enterprises outside the 
United States. It has contributed to a feeling of security on the part 
of such investors, and has tended to reduce the burden of foreign aid 
borne by the American taxpayer. Under this bill, however, it is pro- 
posed, for all practical purposes, that the United States shall abandon 
its nationals holding such claims against these three Iron Curtain 
countries. 

The Commission feels it would be more equitable that the holders of 
such claims be paid at least something against compensation than to 
leave them with nothing better than a forlorn and feeble hope. To 
cover the highly unlikely fruition of any such hope it is provided in 
the bill that any unpaid balance of a claim will be preserved as a claim. 
It will have been thoroughly examined and substantiated in the pro- 
ceedings before the Commission and may later be espoused with 
confidence by the Government of the United States in further negotia- 
tion with the debtor country. 

The argument has also been made that inclusion of nationalization 
claims would dilute the funds available and result in war-damage 
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claimants receiving only a few pennies on the dollar as compensation 
for their losses. In examining this argument we should bear in mind 
the fact that we are dealing with three separate and distinct funds. 
The Commission is of the opinion that the Bulgarian fund of approxi- 
mately $3 million will be enough to pay both war damage and national- 
ization claims virtually in full. It has been estimated also that the 
dollar amount of nationalization claims in Hungary and Rumania 
will be less, on the average, than the dollar amounts of war-damage 
claims and that their payment will not unduly deprive the war- 
damage claimants of a fair return. 

I might point out that in our studies we have discovered a great 
deal of exaggeration in the amounts of losses claimed. However, 
with the exception of Soviet Russia (not affected by the proposed 
amendment), the nationalization claims appear to be far less than the 
war-damage claims. Certainly they are not sufficient to cause any 
appreciable dilution of funds available for war-damage claims. 


AMENDMENT CONCERNING NATIONALIZATION CUTOFF DATE PROPOSED 
BY COMMISSION 


We believe these post-treaty nationalizetion claims should be 
recognized and recommend that at page 30 of the bill the following 
amendment be considered: 

Page 30, line 6, strike out the words and figures ‘September 15. 
1947” and insert the words “‘the effective date of this Act’. 

The table which I have introduced shows a total of 9,020 claims of 
which some 3,238 will probably prove to be duplicate or invalid claims, 
and that the total amount claimed will be approximately $579,500,000. 
The amount claimed greatly exceeds the amount of available funds. 
Yet we know that amount will be substantially reduced when the 
water is squeezed out. These estimates are based upon a hand count 
of more than a thousand claims asserted over a period of years with 
the Department of State and represent projections of such data 
founded on experience in settling other claims programs of a similar 
nature. 

The Commission is of the opinion that H. R. 6382 is good legislation 
and recommends enactment. It also recommends adoption of the 
amendments which I have proposed. I hope and anticipate that my 
colleague, Mr. Henry Clay, will comment further. 

I thank you. 


ORIGIN OF BENTLEY AMENDMENT ESTABLISHING NATIONALIZATION 
CUTOFF DATE OF SEPTEMBER 15, 1947 


Senator Futprigut. Thank you, Mr. Gillilland. 

May I ask if it is correct that the so-called Bentley amendment, 
fixing the 1947 date, was put in the bill during House consideration 
of it and was not considered by the committee in the House? 

Mr. GILLILLAND. Well, most of the information I have on that, 
Mr. Chairman, would be from what appeared in the Congressional 
Record. I would take it that it was put on in the committee but 
perhaps without examination of very many witnesses on the question. 
At least, that seems to be the purport of the interchange that took 
place on the floor of the House. 
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Senator Futsrieut. It was put on in the committee? 
Mr. GILLILLAND. I believe that is true; yes. 

Senator Futsriecut. Did you testify on this subject? 
Mr. GrLuituanp. Not on that point. 

Senator Futsrieut. Did anyone from the Commission? 
Mr. GItuitLtanp. Not to my knowledge, no. 


RISING PRICE OF RUSSIAN BONDS 


Senator Futprieur. I noticed in a newspaper that the imperial 
Russian bonds have been going up in price. Is that because of the 
prospect that this legislation may be passed? 

Mr. GILLitLaANpD. Frankly, Mr. Chairman, I did not have that in- 
formation. It would seem to be reasonable. 

Senator Futsrieur. It was in yesterday’s paper. There was a 
substantial rise in the price of Russian bonds. Do you think that 
that is a fair inference to be drawn? Will any of this money be paid 
to holders of Russian bonds? 

Mr. Gruuintanp. Oh, yes, I would think so. 

Senator FuLtBrieut. | was just curious. 

Mr. Gituituanpb. Yes; part of it is for Russian bonds. 


BENTLEY AMENDMENT 


Senator Futsricur. 1 have been told that this so-called Bentley 
amendment was put on in executive session and that there were no 
witnesses who testified with regard to it. Is that your information? 

Mr. GILLILLAND. That would be consistent with what information 
[ have about it, yes. 

Senator Futsprieut. 1 do not know that it is particularly important, 
but it does have a bearing upon whether or not this has been thoroughly 
examined and testimony taken on the subject. I think it is well to 
know that. 

Mr. Grutruuanp. Yes 


QUESTION OF WHAT HAPPENS TO SURPLUS FUNDS AVAILABLE, IF ANY 


Senator Futprieut. Five different classes of claims are contem- 
plated by the bill, as I understand it. Are the funds which will become 
available to be lumped together so that all claims are met from one sum, 
or will claimants for a loss, say, in Rumania, be limited to Rumanian 
funds? 

Mr. GILuiLtLanD. The second portion of the question should have 
an affirmative answer. There will be a Rumanian fund, a Bulgarian 
fund, a Hungarian fund, an Italian fund, and a Soviet Russian fund, 
and the claims against those countries will be paid only from those 
funds. 

Senator Futpricut. Does this bill authorize any carryover? For 
example, suppose that in the final analysis there is a sum left from 
the Bulgarian fund which you have testified is the most adequate one 
relative to the assets. Could that be made available to satisfy any 
of the Hungarian claimants? 

Mr. G1L.LILLanp. Not as the law stands at the present time. 

Senator Futsrieut. What would happen to any excess fund if it 
was not needed to pay the claimants? 
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Mr. Gituituanp. The treaty of peace, as I recall it, gives our 
Government a great deal of discretion. I presume that that could be 
met by the Congress, and the Congress could explore that question if 
there should prove to be an overplus. 

Senator Futsriert. It is not, then, settled by this bill? 

Mr. GruuitLanp. No. 


VARYING REQUIREMENTS OF AMERICAN NATIONALITY 


Senator Futpricur. There seems to be a difference with respect to 
the requirements of American nationality as between claims for war 
damage and claims for expropriation or nationalization. Would you 
spell that out precisely for the committee? 

Mr. GmuimLLanp. Yes. The claims for war damage against the coun- 
tries of Bulgaria, Hungary, and Rumania—there is a provision as the 
bill now stands that a claimant must only have been a resident of the 
United States at the time of the armistice with the declaration of 
intention to become a citizen, and then to have become a citizen prior 
to Septembe r 15, 1947. 

Now, in the other category of claims, he would have to have been a 
citizen at the time of the loss under the rules of international law. 


EFFECT OF BENTLEY AMENDMENT 


Senator FuLBricur. In the bill as it was approved by the House, it 
is provided that compensation of the nationalization cases shall be 
paid for takings that occurred prior to September 15, 1947. What is 
the reason for including this cutoff date and exactly how will it affect 
the class of claims based on confiscation ot their property? 

Mr. GruuitLanpb. Well, it would essentially eliminate them. 

Senator FuLsricut. Eliminate them? 

Mr. GriuiLLaAnp. Because most of those losses, nearly all of them, 
occurred after that date. There might have been a few in the case of 
Hungary. But we think most of those losses had a war connection. 
The changes in the forms of the governments of those countries were 
connected with the war, and yet the actual confiscation or taking was 
after the date of September 15, 1947. 


ESTIMATED AMOUNT OF ALLOWABLE CLAIMS 


Senator FuLtBricutr. You may have covered this in your statement, 
but I did not understand it if you did. Have you made an estimate 
as to the percentage of payment which can be made to the claimants, 
say, against Hungary? 

Mr. GruuiLanp. We do not have that estimate. It would be 
difficult to make unless we knew the amount of the claims to be al- 
lowed. Our total estimates as shown by the exhibit introduced as 
the amount of the claims against Hungary — 

Senator Fu.tsricutr. What I was getting at is that vou stated in 
your statement that these claims, judging from past experience, are 
considerably exaggerated. 

Mr. Giuumuanp. That is right. We think that—— 

Senator Fu.sricur. Is this $57,500,000 an estimate after allowing 
for the exaggeration—— 
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Mr. GILLILLanpD. No. 
Senator FuLsricur. Or is this the figure of estimated claims? 

Mr. GituiLtANnD. That includes the exaggeration. We think it 
would be very much lower than that. 

Senator FuLsricut. That was what I was trying to get at. Would 
you give us your best estimate of what you think it would really 
turn out to be? Would you care to do that? 

Mr. Gintittanp. My fellow commissioner calls attention to the 
fact that experience with the Yugoslavian claims was that actual 
allowances were about 20 percent of the amount initially claimed. 

If we were to apply that figure here, that would reduce it to some- 
thing in the neighborhood of $12 million. I am inclined to think it 
would even go lower with those Hungarian claims. 

Senator FuLsricutr. For which there is available $3,176,000? 

Mr. GILLILLAND. Yes. 

Senator Fuutsricur. | think it is helpful to the committee to know 
that, because if I understand it, the principal argument made in the 
House about the nationalization claims was that it would dilute the 
claims to such an extent that it would not be worth while to press 
them, and that it would be better to preserve those claims intact and 
to pay off the war-damage claims in full; is that not the argument? 

Mr. GILuILLAND. Yes, that is their argument, although we do not 
think the dilution would be very great. Now, you can take, for ex- 
ample, with Hungary, the amount of the war-damage claims is esti- 
mated as $48,300,000, and the nationalization, $9,200,000. The war- 
damage claims are very much heavier. 

Senator Futsricut. Does the Senator from New Jersey care to 
ask a question? 

Senator Smirxu. I have a few questions here. 

A general question first: If I followed you correctly, you arrived 
at a figure of about $41 million available to pay claims, from the total 
available assets of the satellites of Russia, Russia, and Italy. 

Mr. GInuiILLaNp. Yes. 

Senator SmirH. But as you explained, they are not in one pot? 

Mr. GinumLLanp. That is true. 

Senator Smitu. They are in different pots applying to these different 
countries, and, therefore, they would only be applicable to the claims 
against those particular countries; that is correct, is it not? 

Mr. GILuiLLanp. Yes. 

Senator Smiru. Now, if I got the figures correctly, the total amount 
of claims apparently was around $:! 580 million. 

Mr. GIuLILLaANnpD. Yes. 

Senator Smrra. Five hundred and seventy-nine million dollars plus; 
is that about right? 

Mr. GinuiLuanpb. That is correct. 

Senator Smita. Now, you have just stated that probably only 20 
percent ultimately will be valid claims—is that correct for the total 
figure, or is that referring only to Hungary? 

Mr. GruuitnaNnp. That is an estimate apparently based on the 
Yugoslavian claims. Now, Senator, you will notice that the largest 
amount of money appearing in the total of the claims against Soviet 
Russia, $425 million, are included there. We have a little different 
situation there with Soviet Russia than we do with the other cate- 
gories. 
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Senator Smirx. Then in your dealing with this, you will probably 
take each of these categories separately, will you not? You will take 
Soviet Russia by itself and you will recognize, we will say, 20 percent 
of these total claims and then see what assets are available and prorate 
them; is that the way you will handle it? 

Mr. Gruuituanp. Well, the amount of assets to pay the claims 
against Soviet Russia is approximately $9,100,000. We might get 
to a different figure of the percentage to be paid on claims against 
Soviet Russia than we do in other instances. Under this bill, no 
other funds except the funds received under the Litvinov assignment 
would be applied to the payment of the Russian claims, and conceiv- 
ably some of those prorations might be quite small. But that is not 
true of the Bulgarian, Rumanian, Hungarian, and Italian claims. 

Senator Smirn. Then the 20 percent figure that you mentioned as 
the probable validity amount does not apply to Russia? 

Mr. GrLuimLanpb. That is true. We were speaking of Hungary at 
that time. I donot know what the estimate would be on the Russian 
claims. Aside from the attachment claims, they probably are largely 
Czarist Russian bond claims, many of them. 


EFFECT OF BENTLEY AMENDMENT 


Senator Smirxu. Let me ask you this question. In the so-called 
Bentley amendment, the cutoff date was apparently fixed as September 
15, 1947. What was the reason for picking that particular date? 
Was it for the purpose of practically cutting off all these nationali- 
zation or confiscation claims? 

Mr. GILuILLaNp. It is a little hard for me to understand the reason 
for it. I believe the reason advanced was that these funds should 
be applied to war losses primarily. 

Now, of course, these nationalization claims in fact have their 
origins in the war, likewise; yet the effect of that amendment is to 
eliminate the nationalization losses almost completely. The language 
left in the bill is virtually meaningless. 

Senator Smita. What does the House legislation contemplate, then, 
with regard to these nationalization losses—a separate treatment of 
that particular category? 

Mr. GruuittaNnb. I presume. I do not know where any assets 
could subsequently be found to make payments on them. 

Senator Smira. Then do | understand that the position of your 
Commission is that it is fair to give no priorities between these claims, 
but consider them all on the same basis, simply limiting the recovery 
from a particular country to the assets vou have of that country for 
distribution, but making no distinction between war damage and 
nationalization damage? 

Mr. Grituittanb. That is right. 


SITUATION UNDER WHICH AMERICAN WITH MINORITY INTEREST IN A 
FOREIGN CORPORATION MAY CLAIM DAMAGE 


Senator Smirs. Now, would you describe for the committee the 
conditions under which an American who has a minority interest in a 
foreign corporation may claim damage for property loss suffered by 
his company? What is the procedure? What does he do? 
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Mr. GILLiLLaANnpb. Under the terms of this bill as originally drafted, 
in order for him to be able to file, 25 percent of the corporation would 
have to be American owned, stock ownership of that much. The 
House made a change on the floor in that bill. That appears in sub- 
paragraph (b) of section 311, so that if the owners of that corporation 
included either 25 percent Americans or 25 percent Americans and 
persons who were living in the United States at the time of the ar- 
mistice and who had then declared intention to become citizens and 
who had become citizens by September 15, 1947, they could become 
eligible claimants. It looks to us as though we might have a lot of 
very small claims, then, filed that would be very difficult to process. 
There would have to be several findings of fact made in order to 
determine eligibility on small holdings, and the burden of administration 
and the expense of administration in such cases could outweigh the 
benefits to be gained by such claimants. 

Of course, we do not believe in that philosophy, anyway, in that it is 
inconsistent with well-established principles of espousal of claims by 
the United States Government that have been in existence for hun- 
dreds of years almost without exception. 

Senator Smirxu. Could you sum up what you consider to be the 
real issues involved so far as this hearing is concerned? There is lots 
of this material that is pretty technical, and we would be inclined, | 
suppose, to follow the thinking of the Commission, which has this 
responsibility, and also the recommendations of the Department of 
State, who have studied it more carefully than we have. 

Is the big issue before us, the question whether or not all these 
claims should be considered on the same basis, whether they are for 
war damage or whether they are for nationalization? 

In other words, is the big issue whether we should approve or dis- 
approve the so-called Bentley amendment put on by the House? 

Mr. GruuiLianp. Yes, that is true. We think that with reference 
to the war-damage claims, the ones arising under the treaty, that the 
only eligible claimants should be persons who were nationals of the 
United States, persons whose rights would normally be espoused by 
this Government. We think that as far as nationalization claims are 
concerned, now, sequestration, and so forth, if a claim arose at any 
time prior to the effective date of this act, the claim should be eligible. 

Senator Futsricur. But only to citizens, as I understand it? 

Mr. GILuInuANb. Yes, sir; that is, persons whose rights our 
Government would normally espouse. 

Senator FuLsricut. Persons who were citizens at the time the claim 
arose? 

Mr. Gruuitianp. That is right. 

| Senator SmitH. The corporation involved would have to be at least 

5 percent American-owned to make a stockholder an eligible claimant? 

_ GiLuiLLAND. If they were claimants as stockholders of the 
corporation, it would have to be 25 percent American owned, where 
the corporation itself was not an eligible claimant because it did not 
have a 50 percent American ownership. 

Senator Smiru. If I, for example, had a 10 percent ownership of 
stock in a foreign corporation, and that is all, | would not have any 
standing unless there were enough other American stockholders to 


make up 25 percent in order to bring that corporation into the picture 
at all? 
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Mr. Gruurtuanp. That is correct. 

Senator Smirx. So you start with finding what the claimant’s 
position is with regard to the total ownership of stock in that foreign 
corporation? 

Mr. GrLuiLuaNb. That is right. 

Senator FuLtsrieutr. And if the Senator will yield, in each of these 
cases, this ownership must be by citizens, not by people who proposed 
to become citizens; is that correct? 

Mr. Giuuitianp. That is right. You see, the nationalization pro- 
vision now—that is, claims for nationalization of property—require 
citizenship at the time the loss arose, but it is meaningless in this bill 
in that the claimed taking must have occurred prior to September 15, 
1947, and there were in fact very few, if any, takings prior to that date. 

So as it stands, paragraph 2 of section 303 is virtually surplusage 
and an encumbrance on this bill. It does not mean anything. But 
it is inconsistent in its language with “‘1,’”’ because in “1” anybody who 
was a resident of the United States and declared an intention to be- 
come a citizen and continued his residence and did become a citizen 
by the 15th of September 1947, is an eligible claimant. 

Incidentally, though, that would require as to a small claimant, 
the owner of one share of stock in a corporation, a tremendous number 
of findings of fact. The cost of administration would probably be 
more than the fellow could realize on his claims. 

It may be a little harsh to deny him just because he is a small 
claimant, and yet I do not know whether we ought to spend more 
money in determining the question than he would receive if it were 
determined. 

Senator FuLgricut. Senator Smith? 

Senator Smirx. I think that is all I have for the present, Mr. 
Chairman. But as the discussion continues, I may have some more 
questions which I will ask, if I may. 

Senator FuLpricut. Senator Mansfield? 

Senator Mansrre.p. Mr. Gillilland, I must apologize for being late 
and not being able to hear all your testimony or to read it. But it 
seems to me from what little I did hear—and I am a little confused on 
this point—that you were against the cutoff date set in this bill; is 
that correct? 

Mr. GruuiLuanp. Yes, that is true. 

Senator MANsFreLp. How far down would you come? 

Mr. Gittr_ianp. | think it should be brought down to the date of 
enactment. 

PRIORITY CLAIMS 


Senator MANsFIELD. I see. Is there any priority provided for in 
the dispositions of the various classes of claims? 

Mr. GrtLitLaNnpD. The only priority is with regard to certain judg- 
ment claims against Soviet Russia. These claims must be settled 
within 2 years, under the bill. All other claims must be settled within 
4 years 

Senator MANsFIELD. The so-called Litvinov assignment claims? 

Mr. GinuinuaNnb. Yes. 

Senator Mansrigitp. They would be given a prior preference? 

Mr. Gituittann. To the extent of the assets against which they 
originally lay, the amount realized on that asset. 
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SENATE JOINT RESOLUTION 49 


Senator MANsFIELD. Have you had a chance to see Senate Joint 
Resolution 49, introduced by me in February of this year? 

Mr. GruuILuaNnp. I[ am sorry, Senator, I cannot answer that ques- 
tion. 

Senator MANSFIELD. It has to do with the creating of a separate 
claims procedure for adjudicating the so-called Litvinov Assignment 
claims against the Soviet Union and may be summed up as follows: 

Under H. R. 6382, the bill we have before us, the Foreign Claims 
Settlement Commission is charged with handling claims against 
several satellite governments as well as the claims contemplated in 
Senate Joint Resolution 49. There are only three Commissioners who 
will have to decide all cases presented. Even though the staff work 
is allocated to separate departments of the Commission, there will be a 
delay and a bottleneck in the actual decision by the three Commis- 
sioners. 

For this reason, do you think it would be preferable to relieve the 
Commissioners of this one group of cases, or do you think that they 
should be handled by the Commission? 

Mr. GILLILLAND. That question, Senator, if you will pardon me, 
borders on being a little embarrassing. If I can detach myself as a 
person from it, I would think any danger of delay would be pretty 
well taken care of by the requirements in this bill that these claims be 
proceeded on immediately before anything else is done. 

Senator MANSFIELD. Would you agree that the principles applicable 
are different insofar as the Litvinov Assignment claims are concerne dl, 
and the other claims, in that they involve different issues? 

Mr. GILLILLAND. Yes, there are problems peculiar to the Litvinov 
claims, no doubt. Of course, that is common in claims, though. We 
seldom get two programs alike. They all have their peculiarities. 

Senator MANsFietp. The Litvinov Assignment claims are the 
oldest claims and perhaps should be given the first and most expedi- 
tious consideration. 

Mr. GILuILLAND. Yes. That is what this bill requires and what the 
Commission contemplates, as we have advised the House Appropria- 
tion Committee recently. 


RECOMMENDATION IN HOUSE REPORT ON H. R. 6382 


Senator MANsFIELD. Now, Mr. Gillilland, I note in the report on 
H. R. 6382 by the House Foreign Affairs Committee, there is some 
interesting language on page 5: 


Although this bill is an international claims settlement bill, it should be made 
clear that all claims of American citizens against the Soviet Union and the three 
satellite countries will not be settled by virtue of its passage. 


Then on the next page, it says: 


The way to secure justice for these thousands of American citizens with their 
millions in claims is to induce the Soviets and their satellites to recognize, adjudi- 
cate fairly, and then pay these claims. All of them are based upon promises, 
agreements, and international law which prevails among civilized nations, If, as, 
and when, the President meets “at the summit’’ with the Soviet leaders, it js our 
hope that he will place high on the agenda of matters to be considered the rights 
of these American citizens. It might well be that, as a prerequisite to considering 
future promises by the Soviets, he would insist upon performance of the past 
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promises involved in these unsettled claims, and would require their early satis- 
faction as a token of the good faith that must be demonstrated by deeds, not 
words, before just and lasting peace can come. 

What is your re ac tion to that recommendation of the House Foreign 
Affairs Committee? 

Mr. GILLILLAND. Senator, I am just afraid that is getting into an 
area of policy that I should not comment on. It seems to me just 
as an individual, that it would be a rather reasonable statement, but 
1 am afraid it is a little outside of my function in Government or my 
area of activ ity. 

Senator MansFieLp. I understand. I wanted to raise the question 

It is my hope that the President will follow the recommendation of 
the House Foreign Affairs Committee in this respect, if possible, in 
the brief time he will have. With the important matters that they 
will discuss, he might at least make a mention of this and see if some- 
thing can be done to get these claims on their way to adjudication on 
a satisfactory basis to both the satellites and the Soviet Union, as well 
as to the United States. 

That is all, Mr. Chairman. 

Senator Smirn. Will the Senator yield just for a question at that 
point? 

As I understand, at the meeting at the summit, there is to be no 
settlement by the group there of any outstanding questions. The 
meeting at the summit in a sense is to catalog what the issues are. 
And I take it that the statement of Senator Mansfield simply means 
that he hopes that there will be included as one of the areas of dis- 
cussion, the question of the settlement of American claims, and not 
the settlement of any definite policy at the time. 

Senator MANsFIELD. I would hope the question would be brought 
up and discussed. 

Senator Smita. We want to be careful that we do not get the idea 
that the Big Four are going to settle anything at Geneva. They are 
going to catalog what the issues are and then ask the Foreign Ministers, 
and so forth, at the lower levels, to study the approach to how those 
areas of friction can be determined. 

Senator MansrFieLp. I think that is a reasonable assumption. 

Senator Smiru. Yes. 

Senator MANSFIELD. That is all, Mr. Chairman. 

Senator Futsricutr. Has the Senator from Vermont any questions? 


OWNERSHIP OF BOND AND NATIONALIZATION CLAIMS AGAINST U. 5. 58. R. 


Senator Arken. Mr. Gillilland, are these claims against Russia for 
repudiated Government bonds primarily in the hands of individuals? 
Were the bonds owned by individuals? I noticed the average is 
$150,000. 

Mr. GiLLiLLaNnp. I understand so; yes. 

Senator Aiken. There are only 500 of. them, averaging $150,000 
each, and they were principally owned by individuals? 

Mr. GILLILLAND. | believe that is true. 

Senator Arken. And were the nationalization claims against Russia 
primarily owned by individuals? 

Mr. GituitLanp. Yes. 
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CLAIMANTS AGAINST BULGARIA, 


WOULD RECEIVE 


{MOUNTS RUMANIA, AND HUNGARY 





Senator ArkKEN. Do I understand that the money received from the 
disposition of assets of Rumania, Bulgaria, and Hungary in this 
country is kept in separate pools, and also that claims amounting to 
$1,000 or less are to be paid in full before other claims are met? 

Mr. Ginuintanpb. That is true. 

Senator ArkeEN. And that applies to the claims in the cases of 
Hungary, Rumania, and Bulgaria? 

Mr. GituiLtLanp. That applies to all‘claims except the lien claims 
against Soviet Russia. 

Senator A1kEN. Now, how many of these claimants, say, of roughly 
these 4,020 claimants against Russia, Hungary, and Bulgaria, are 
claiming amounts of $1,000 or less? 

Mr. GruurLtanpb. I am advised that a breakdown of this study 
would show that a great majority of the allowances will be. 

Senator A1rkEN. That is, there are 4,020 claims amounting to 
$149 500,000. 

Mr. GruuinLaNnp. It would mean that most of these claims would be 
paid in full. 

Senator ArkEN. Do you think there are many duplicate claims? 

Mr. GiLLILLAND. We have an estimate here, I think, of about a 
third, based on experience of duplicate and erroneous claims and 
claims that would be turned down. 

Senator A1rkEN. The average claim, then, is $37,500. 

Mr. G1ituitLanb. There will be a few corporate claims. 
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LARGE CLAIMANTS 


Senator Arken. If the average of them is $37,500 and most of 
them were less than $1,000, it must mean that there are some very 
large claims. Can you tell us who has the very large claims? 

Mr. GituiLLaNnpb. | cannot give you a list of those at the moment. 

Senator ArkEN. But you must have some idea. 

Mr. Grutr_Lanp. Some of the oil companies will have large claims. 

| was wondering, in arriving at your figure of $37,000, did you in- 
clude the Soviet Lnion in arriving at that? 

Senator Arkrmn. No. 

Mr. GrttrtLanpb. These are the others? Yes. 

Senator A1kEN. I was simply referring to the claims against Hun- 
gary, Rumania, and Bulgaria. I noticed the total of 4,020 claims 
amounting to $149,500,000. Now, if most of the claims were in 
amounts of $1,000 or less, there must be some very large ones to 
bring the average up to $37,500. 

Mr. GittitLanp. That is true. There will be claims that run into 
the millions. 

Senator ArkeN. Who holds the large claims? 

Mr. GruuiLanp. I think some of the oil companies will have large 
claims, and then there would be some large property owners. 

Senator ArkEN. For instance, what is the largest claim? 

Mr. GriuiLLanp. I cannot tell you that, Senator. I do not know 
what the largest claim will be. 

Senator Aiken. You must have some idea. 
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Senator Fu.sricur. If the Senator will yield, 1 suggest that they 
supply us with a list. 

Mr. Griuituanp. I am advised by my colleague, Commissione: 
Clay, that Socony-Vacuum and Standard of New Jerse y will be among 
the largest claimants. 

Senator A1kEN. Can you supply the committee with the names of 
the 20 largest claimants? 

Mr. GiLuiLLanp. | think we can produce some probable information 
for you on that, yes. 

Senator ArkEN. Are you sure you can do that? 

Mr. Gruituanp. Yes. 

Senator ArkeNn. That is all. 

(The information received from the Foreign Claims Settlement 
Commission on this point appears on p. 67.) 

Senator Futsricut. Do you wish to ask any questions, Senator 
Morse? 

Senator Morse. I have no questions. 

Senator Futsricut. Do you have any further questions, Senator 
Smith? 

Senator SmirxH. No, I do not have any more. 

Senator Futspricut. Thank you very much, Mr. Gillilland. 

Mr. GinuiLianp. Thank you. 

Senator Fuupricut. I notice we have Congressman Alvin M 
Bentley present, and he is scheduled as a witness. 

Would you care to testify at this time, Congressman Bentley? 

Mr. Bentiey. I would appreciate the opportunity, yes, M1: 
Chairman. 

Senator Fu_srieur. Will you please come forward? 

Mr. Bent ey. Thank you. 

Senator Fu.tpricur. Do you have a prepared statement, Congress- 
man? 

Mr. Benriey. Yes, I do, Mr. Chairman. I am sorry it has been 
prepared so recently that I was not able to furnish the committee with 
copies of it, but I will hand it to the reporter, if I may. 

Senator Futsricur. Fine. You may proceed, 


STATEMENT OF HON. ALVIN M. BENTLEY, REPRESENTATIVE 
IN CONGRESS FROM THE EIGHTH DISTRICT OF MICHIGAN 


Mr. Benriey. Mr. Chairman and members of the committee, | 
appreciate the opportunity to appear before you today in connection 
with your hearings on H. R. 6382, a bill to amend the International 
Claims Settlement Act of 1949, as amended. With your permission, 
I would like to confine my remarks to section 303 (2), that portion of 
the bill which established the cutoff date of September 15, 1947, 
for the payment of effective compensation for the nationalization, 
confiscation, liquidation or other taking of property of nationals of 
the United States in Bulgaria, Hungary and Rumania. 


BACKGROUND OF CUTOFF DATE AMENDMENT 


The Administration draft bill did not contain this provision but 
instead made the effective date of the legislation under consideration 
as the governing date in this respect. The Foreign Affairs Committee, 
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of which I am a member, however, amended the bill to establish the 
cutoff date and this action was confirmed by the House of Representa- 
tives when the bill was passed on the floor. Although considerable 
controversy arose during the course of debate regarding the merits of 
such a cutoff date, no effort was made to change it at that time. 

In view of the fact that 1 have moved in committee to establish the 
cutoff date, about which I had very decided opinions, I requosted 
the opportunity to appear before you gentlemen and present my views 
accordingly. 

[ may say that I did not originally intend to offer this amendment in 
committee. I first moved to amend the bill to provide for the seizure 
of assets presently in this country and belonging to the Communist 
satellite governments of Bulgaria, Hungary, and Rumania for inclu- 
sion in the funds to be used for the purpose of making compensation. 
I felt it entirely logical that, if claims against the current governments 
of those three countries were to be satisfied, we would be entirely 
justified in using whatever assets might be available for this purpose. 
That amendment was defeated in committee and I, therefore, offered 
the amendment establishing the cutoff date which was adopted. No 
direct testimony was heard, unfortunately, from members of the 
administration in regard to either of these amendments, although 
Mr. Kalijarvi, who, I believe, is Assistant Secretary of State for 
Economie Affairs, indicated that the State Department would oppose 
either one of these changes. 

At this pomt, Mr. Chairman, I would like to insert in my testimony 
the text of a statement which I made on the floor of the House in 
connection with the debate on H. R. 6382: 


Mr. Bent tery. Mr. Chairman, I wish to confine my remarks on H. R. 6382,": 
bill to amend further the International Claims Settlement Act of 1949, to a dis- 
cussion of the reasons behind making September 15, 1947, the cutoff date for 
nationalization claims to be satisfied under this legislation 

I introduced in committee the amendment which established this date. Previ- 
ously the bill limited such claims only to the effective date of its title. I believe 
my reasons for so doing, Mr. Chairman, were good and sufficient and I would 
like to describe them, for the benefit of the committee. 

We are dealing here with claims against the three satellite Governments of 
Hungary, Rumania, and Bulgaria. During World War II these Governments 
were allies of Nazi Germany and their assets in this country were blocked as a 
result of such alliances, It is now proposed to vest these assets and to use them 
to satisfy prewar or war-damage claims arising against these governments. 
With this I am in perfect accord. 

Mr. Chairman, I did not originally oppose the satisfaction of nationalization 
and expropriation claims arising subsequent to the effective date of the peace 
treaties with these three satellites, that is, September 15, 1947. But I did strongly 
feel that if we were going to satisfy, partially, claims against the postwar Com- 
munist satellite governments now in control of those three countries we should 
at the same time use what assets of these Communist governments that might 
be available to us for such a purpose. The amendment was defeated in committee 
and, therefore, I offered the cutoff amendment, which was adopted, 

In other words, Mr. Chairman, I do not wish to confuse the question of wartime 
and postwar claims. If we are going to satisfy wartime claims, let us do it with 
assets that were blocked during wartime. The question of postwar, or rather 
post-treaty claims against the Communists, is another different matter, I regard 
this as a matter for continued negotiations with the satellites and their Soviet 
masters and I do not wish to see the matter alleviated by partial satisfaction of 
these claims while the basic matter of principle remains unsolved. 

The State Department has admitted that no satisfactory solution of the problem 
of nationalization claims is in sight. It is one of the outstanding problems still 
existing between ourselves and the Soviets. I see no reason why it should not be 
included on the agenda of problems to be discussed in this connection, an agenda 
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which, I understand, will be decided upon at the forthcoming Big Four meeting 
at Geneva. But I want this to continue to be an outstanding problem; I do not 
want to let the State Department partially satisfy these nationalization claimants 
and then proceed to conveniently forget about the matter. In other words. 
do not want to let them off the hook on this one. 

I fully realize that the peace treaties with the satellites do not limit the availab] 
funds to claims arising before September 15, 1947. But I think that, in th 
satisfaction of wartime claims, and if you are only going to use wartime assets, 
that you should first satisfy the wartime claims so far as the available assets ar 
concerned and so far as they go. If you want to start satisfying claims against 
the Communists, but yet are not willing to touch Communist assets, it seems t 
me that you are adopting an entirely inconsistent method of procedure. Further 
if you start applying wartime assets to the satisfaction of postwar claimants, you 
are going to greatly dilute the amount available to satisfy the wartime claimants, 
who are in justice and equity entitled to prior satisfaction in such matters. 

For example, the most reliable information indicates that the amount of war 
damage claims from Rumania will number 55 in a total amount of $56.7 milli 
There have been filed 383 war-damage claims of Hungarian origin with a 
amount of $78.9 million and 15 claims of Bulgarian origin totaling approximat: 
$600,000. This is a total of 453 claims totaling approximately $136.2 millio 
Now the total amount available for the payment of these claims is in the neig! 
borhood of $27 million, which would mean that each claimant would realiz 
approximately 20 cents on the dollar if these assets were limited specifically 
wartime claims. If, however, the approximately 250 claims arising out of na 
tionalization were added to be satisfied under the available amount, it is easily 
seen how great the dilution would be. This is to say nothing of further clain 
which might be filed prior to the effective date of the act for damages arising frot 
nationalization or expropriation. 

Mr. Chairman, I hope that any attempt to eliminate the cutoff date of Sept 
ber 15, 1947, will be defeated, and I urge the passage of H. R. 6382 without change 


t 
A 


I would like to emphasize that I am most sympathetic to those’ 
people who suffered the loss of their property through nationalization 
or confiscation. I happened to be in Government service in Hungary 
at the time when a great deal of this action was taking place, and | 
might inject that I recall with pleasure seeing at least two of you 
members of the committee at that time in Hungary, just about the 
date we are discussing, as a matter of fact. I regard the prompt and 
equitable settlement of these claims as a matter for appropriate dis- 
cussion between this Government and the satellite governments and, 
indeed, one that might be expected to be placed in the near future on 
the agenda for discussions between ourselves and the Soviets. But ] 
also strongly believe that assets which were frozen in time of war should 
be used first and foremost for the settlement of prewar and war damage 
claims. Any partial satisfaction of nationalization claims will inevi- 
tably tend to lessen the pressure on our Government to press further 
for full and complete satisfaction. That is why I regard the two 
matters as entirely separate and distinct and believe they should 
be kept that way. 

I might add that the date of September 15, 1947, was taken because 
that was the effective date of the treaty of peace with the three 
satellite countries. The vast majority of nationalization actions took 
place subsequent to this date which would, in effect, mean that almost 
no nationalization claims would be satisfied if H. R. 6382 is passed 
without change. I personally believe that the matter of nationaliza- 
tion and expropriation claims against the current Governments of 
Hungary, Rumania, and Bulgaria are matters which should be taken 
up direc tly with those Governments and that no attempts should be 
made for partial satisfaction with funds which were not remotely 
intended for this purpose at the time they were blocked. 
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Thank you, Mr. Chairman. That concludes my statement 
I will be happy to answer any questions in this matter 
Senator Futsrieur. Thank you, Congressman Bentley. 
Senator Smith, would you care to ask questions? 


QUESTION OF BRINGING UP AT THE BIG FOUR CONFERENCE THE MATTER 
OF NATIONALIZATION AND EXPROPRIATION CLAIMS 


sais 


4 Senator Smit. [ had one thought, as you made your statement, Mr. 

: Bentley. You implied that there may be some way by which these 
people who suffered from nationalization can get some relief and you 
suggested it might be dealt with at the summit conference. 

I have great difficulty in seeing how that could be a matter that the 
summit conference could deal with, as I said a minute ago. There 
is no intention to settle anything at the summit conference. All 
the summit conference is going to do is to try to indicate areas 
of friction. 

Now, you mean you simply want that included as an area of 
friction? 

Mr. Bentruey. Yes. I believe I tried to point that out in my 
statement, Senator Smith, that I regarded it as a topic that would be 
brought up for discussion at the summit conference to be placed 
on a future agenda for discussion perhaps between the Foreign 
Ministers. 

Senator SmirH. You are not contemplating that the Big Four are 
going to try to settle these claims? 

Mr. Brenriey. No. I am sure there are a great many issues, 
but I think we all can think of a great many issues of difficulties 
between ourselves and the Soviets, which exist at the present time. 
[ do not anticipate that the summit conference will settle any of 

: those issues, but I would hope that this would be an issue which would 
| be agreed upon among the four to be placed upon an agenda for future 
; . discussions. 

EFFECT OF BENTLEY AMENDMENT 


Senator Smita. Under your amendment, the cutoff date of Septem- 
ber 15, 1947, which is the effective date of the treaties of peace with 
the satellite countries, was adopted. 

Mr. Bentvuey. If I may point out, Senator, the reason I adopted 
that date is not only because it was the effective date of the peace 
treaties, but because prior to that date we were in a status of war 
with those three satellite governments, which would, of course, 
logically follow, that, being in a state of war, claims arising prior to 
that date, and claims arising during the state of war, would be satisfied 


RE 


: by wartime assets which were blocked. 

: Senator Smirx. And you think that those claimants are entitled to 
, : priority, then, ahead of all subsequent claimants against these 
countries. 

: 5 Mr. Bentiey. Senator, I think, yes, because at the time the assets 
f were blocked, it was not contemplated that they were to be used for 


anything except the satisfaction of contractual and war damage claims. 
The question of using them to satisfy nationalization claims was some- 
thing which came up much later, after the peace treaties were signed. 

Senator Smirx. Then you think we have no right whatever to con- 
sider, in connection with these nationalization claims, the assets of 
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countries that may be guilty of nationalization, and cannot consider 
that they are available for our protection and the protection of our 
nationals? 

Mr. Benriey. No. Excuse me, Senator. If I may review th: 
statement just a moment, I originally offered in committee an amend- 
ment which would have pe ‘mitted this Government to use the present 
assets of the satellites in this country for the purpose of satisfying the 
nationalization claims, and left the cutoff date as the Administration 
wanted it, in other words, the effective date of the bill now under 
consideration, but when that amendment was defeated, in other words, 
when the Committee refused to consider the question of using present 
satellite assets in this country, then I said, ‘Well, let’s be consistent. 
If we are not going to use Communist assets to satisfy claims against 
the Communists, then let’s put this whole question of Communist 
claims aside for the time being, and use strictly wartime claims,” 

Senator Smirx. I wanted to be clear as to what your view was 
I am frank to say I do not think I agree with it, but I do understand 
your exposition before the committee. 

Mr. Bentiey. Thank you. 


SATELLITE ASSETS IN UNITED STATES NOT VESTING UNDER H. R. 6382 


Senator Futsriext. I wonder what you have in mind as to satellite 
assets that are not subject to these claims? What assets are those? 

Mr. Bentiey. I understand that, at the present time, although 
it is in a limited amount, there are assets of the three satellites in 
this country which, to my way of thinking, if we are going to try 
and satisfy claims against the satellites, should be used and should 
be included by this Government to satisfy those claims. 

Senator Futpricut. What assets are they? 

Mr. Bentiey. Well, as I understand there are some assets. I do 
not have a breakdown. But the Department told us during the 
hearings that there was a limited amount of assets of the Communist 
governments presently in this country at this time, belonging to those 
governments, but the Department objected to such a procedure 
because it would involve confiscation of the property belonging to a 
country with which we technically say we are at peace, and enjoy 
so-called friendly relations. 

Senator Futsrieut. Just to illustrate what you meant—I do not 


know anything about it—do you mean we should expropriate their 


Embassies and sell them and take the money? 

Mr. Bentiey. No, sir. That would be under diplomatic immunity. 
I understand there is property belonging to those governments, 

Senator Futnrientr. Bank accounts, you mean? 

Mr. Bentiey. I suppose, yes. 

Senator Fu.tsrieut. Their current bank accounts with which they 
pay their running expenses? 

Mr. Bentiey. Yes. 

Senator Futsricut. Do you think they ought to be expropriated 
for this purpose? 

Mr. Bentiey. I think if you are going to satisfy present claims 
against these governments, Mr. Chairman, I regard it as inconsistent 
that you leave their assets untouched in this country. 
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Senator FuLsrieuat. I do not know anything about the assets. 
[| was just trying to clarify what you had in mind. 

Mr. Bentiey. The State Department admitted during the course 
of the testimony on this particular matter that there was a limited 
amount of assets currently belonging to the three satellite govern- 
ments in this country. 

Senator Futsrient. Did they give any indication of how much? 

Mr. Bentiey. No, they did not indicate the size. I think then it 
vould be a question more of principle, rather than actually having 
the amount of money to satisfy the claims. 

Senator Futsricut. The Senator from Montana? 

Senator MANSFIELD. Congressman Bentley, we are delighted to 
have you before the committee and Senator Smith and I remember 
quite well our meeting in Budapest at the time you were stationed 
there. You spent a good many years in the Foreign Service of the 
United States, and I suppose you speak from first-hand knowledge, 
as far as many of these claims are concerned. Is that correct? 

Mr. Bent.tey. So far as Hungary is concerned; yes, Senator. 


RELATIONSHIP OF CUTOFF DATE TO CLAIM OF AMERICAN COLLEGE OF 
SOFIA 


Senator MANsFIELD. Now, what, for example, would be the status 
of any claims which the American trustees of the American College 
of Sofia would have if the Bentley cutoff amendment was kept in 


effect? 
Mr. Bentiey. Senator, I had a discussion one day with a gentle- 
men who represented the American interests in this college. During 


the war, the property of the college was, as I recall it, taken over by 
the Germans, but maintained in fairly good condition; that is, it was 
not damaged to any appreciable extent and, of course, there was not 
any amount of war damage in Bulgaria anyway, compared with the 
other two satellites. 

I think that at the time the war ended, the hostilities with Bulgaria 
ended, that the postwar, the Communist government of Bulgaria, at 
least, originally claimed to have effected the transfer of that college 
rr the property of that college in Sofia, back to the American owners, 
but they were never permitted access to it. 

Then, of course, subsequently, the property was actually and 

effectively nationalized by the Bulgarian Government. 

Now, to my way of thinking, if the American interests could prove 
damage arising from wartime seizure in that respect, I would assume 
they would have a case for a wartime damage claim against the war- 
time Bulgarian Government. However, | unde rstand with particular 
reference to Bulgaria, since the number of war damage claims is so 
small, that it is very likely that even after the total satisfaction of the 
war claims, the amounts, as I believe I said of some $600,000, that 
there would be money left over in the blocked Bulgarian assets which 
were blocked during wartime. 

[ would have no hesitation in saying that whatever was left over 
would be used for the satisfaction of this particular American property 
or the American claimants in this particular case, even if they were not 


able to prove that their loss arose from anything other than a national- 
ization claim. 
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Senator Mansrie.p. I have just had a memorandum handed to 
me by a member of the staff, in which it states that the American 
College of Sofia valued its property at the time of the seizure at 
approximately $1 million and that of late the American trustees have 
been diverting funds which would ordinarily go to the American 
College at Sofia to Roberts College, at Istanbul, and the American 
College for Girls, and that any additional funds or income resulting 
from the successful prosecution of their claims against the Bulgarian 
Government would be available for this or other similar educational 
purposes in that area. 

Now, it would appear to me, on the basis of that—and I just read 
this perfunctorily—that there is no intention at the present time on 
the part of these American trustees to try to reestablish the American 
College in Sofia. 

Mr. Bentiey. No. 

Senator Mansrietp. But if they could get restitution for the $1 
million loss, at which they valued the institution, they would apply 
it on the same basis to other colleges in the area. 

Mr. Benritey. That is my understanding; yes, sir. 

Senator MansFreLp. Would you recommend separate legislation 
for this or would you stick to your original declaration? 

Mr. Bentriey. Well, I would recommend legislation to this effect, 

Senator, if the change in this particular amendment is desirable, that 
after the wartime claimants are satisfied, if, in the case of Bulgaria- 
I do not think it would arise in the case of the other two—where you 
could conceivably have a fair-sized part of the blocked assets left 
over after the war damage claimants were satisfied, then, on a priority 
basis, you apply that to the satisfaction of posttreaty claimants, that 
is, nationalization claimants. 

Senator Mansrretp. Thank you, Mr. Bentley. That is all, Mr. 
Chairman. 

Senator Futspricut. The Senator from Vermont? 

Senator A1kEN. No questions. 

Senator Futsricut. The Senator from Oregon? 

Senator Morse. No questions. 

Mr. Brent ey. Mr. Chairman, if I may, I heard, during the earlier 
testimony, some questions as to the size of some of these claims. | 
have a few figures, which I did not include in my original statement, 
but which possibly the committee might be interested in and might 
be helpful. 

Senator Futspricut. We would be very glad if you have some 
figures you could submit for the record or read if you care to. 

Mr. Bentiey. They are very brief, Mr. Chairman. They are 
figures that were prepared by our committee staff on the other side. 


CLAIMS WITH RESPECT TO RUMANIA 


With respect to Rumania, the war damage claims, as I have said, 
number 55 in the total of $56,700,000, including one by Standard of 
New Jersey for $20,800,000. 

Senator ArkEN. Out of how much? 

Mr. Bentiey. Out of $56 million. 

Senator Arken. You said 55 claims. These figures we have here 
say 840 claims against Rumania for war damage—— 
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Mr. Bunriey. Well, these are figures prepared by our staff, 
Senator. 

Senator AIKEN. For a total of $74 million. 

Mr. Byuntiey. Well, this particular memorandum is dated as of 
\[fay 4 and it is possible that the administration may have 

Senator ArkEeN. In other words, you have figures showing about 
one-half of the amount of war damage claims claimed by one 
company? 

Mr. Benriey. $20 million out of $56 million. 

Senator ArkEN. Yes. Presumably that amount was taken as a 
oss, was it not, on tax reports? 

Mr. Benttey. That was a war damage claim; yes. I presume that 

as a result of the wartime seizure by the Rumanians and the Germans 

of Standard’s property in Rumania. 

Senator AikEN. And it was undoubtedly written off their assets at 
the time or in subsequent years? 

Mr. Bentiey. Now with nationalization claims, although the 
treaty did not contemplate the payment of nationalization ‘claims, 
the Embassy—that is, our Embassy in Bucharest—received for 
sponsorship 154 claims in a total asserted value of $883,000. It may 
reasonably be expected that many more claims of this category will 
be filed if and when the legislation i is enacted. 

Senator ArkeNn. Will you give us those figures again? 154? 

Mr. Bentiey. 154 claims. 

Senator A1kEN. Totaling $800,000? 

Mr. BentLey. $883,000. 

Senator ArkeN. And the figures submitted to us this morning list 
160 claims, totaling $14,160. 

Mr. Bentiey. I would be glad to check with our staff to see if we 
can explain the discrepancy, Senator. That is the latest information 
that our committee had to act on when it was considering this legis- 
lation. 

Senator ArkeNn. It might indicate that there had been half a dozen 
sizeable claims since the House received their information. 

Mr. Bentiey. Well, that is possible. I may say that some of these 
claims include some large amounts such as the Standard claim, again, 
for nationalization. In other words, Standard of New Jersey has a 
war damage claim and also a nationalization claim. 

Senator A1kEN. What percentage of the $800,000? 

Mr. Benriey. I am sorry, I do not have that figure. Then there 
is no information with regard to contractual obligations. 

Senator Arken. What I am trying to get at is, whether this pro- 
viso for paying off the little claims of less than $1,000 in full first, 
means anything, or is it window dressing to put the whole plan over? 


CLAIMS WITH RESPECT TO HUNGARY 


Mr. Bentiey. It is a question which I would not be able, frankly, 
to answer, Senator. 

Then just go into Hungary for a moment, again according to this 
memorandum, which may or may not be obsolete, according to the 
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information that our committee has already received, on Hungary, 
383 war damage claims for a total amount of $78,900,000. i 

Senator ArkEN. How much? 

Mr. Benriey. $78,900,000. 

Senator Arken. Now, the figures submitted to us this morning 
show 2,268 war damage claims totaling $48,300,000. 

Mr. Benriey. Senator, the only explanation I can offer is that 
there has been an awfully large number of claims filed because of the 
legislation that is under active consideration. I do not have any 
other explanation for it. 

Senator ArkEN. But the amount is less. You had a larger total 
amount. This amount for 2,268 claims is only $48 million. 

Mr. Benritey. May I ask if these figures were furnished by Mr. 
Gillilland? 

Senator Futsricutr. Yes, they were furnished by Mr. Gillilland. 

Senator ArkEN. Where did the House get their figures? 

Mr. Bentiey. From our staff, and I would be glad to check to se 
the source of it. I may say that the figures I have—and I am not 
claiming anything more than staff source for them—include 1 by 
Ford of about $5 million and 1 by International Standard Electric of 
about $10,500,000. 

Senator Arken. What do you have for Hungary on nationalization 
claims? 

Mr. Bentiey. Our figures that have been submitted here say 82 
claims of $9,830,000. 

Senator ArkEN. Well, the figures we have are 432 claims for a total 
of $9,200,000. 

Mr. Bentuey. I see that we have got to do some checking back 
with the Foreign Affairs Committee, Senator. I am sorry about the 
discrepancies. 

Senator Futsrieutr. You file those figures and then we will try to 
have the staff see if they can reconcile them, and also we will welcome 
any suggestions or reports that you have. 

Mr. Bentxey. If I can make a possible suggestion, Mr. Chairman, 
perhaps inasmuch as this was prepared by our staff, if I file this par- 
ticular memorandum here, perhaps the staffs of the two committees 
could compare notes. 

Senator Futsrieut. Fine. I think that would be fine. 

(The memorandum referred to is as follows: ) 


Starr CrrRcuLaTION Copy—CoMMITTEE ON FOREIGN AFFAIRS 


May 4, 1955. 
Memorandum to: Hon. John M. Vorys. 
From: Harry N. Stein. 
The following constitute our best estimates, on the basis of such information as 
is now available, as to the potential claims figures under the various categories of 
claims covered by the proposed bill. 


I, RUMANIA 


i. War-damage (treaty) claims: After the treaty, the United States Embass) 
received for sponsorship 55 claims in which the total damage asserted was $56,- 
702,674. (Among these claims was 1 by Standard Oil Company of New Jerse 
for $20,800,000.) 

2. Nationalization or expropriation claims: Although the treaty did not con- 
template the payment of nationalization claims, the Embassy, nevertheless, re- 
ceived for sponsorship 154 claims with a total asserted value of $883,913. It may 
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-easonably be expected that many more claims of this category will be filed if and 
hen the legislation is enacted. Our estimate is that the total of approximately 
1.000 of such claims will be filed. The total value of these claims is, of course, 
ow unknown. They include some large claims, e. g., the Standard Oil Co. claim 
for nationalization in addition to its war-damage claim. 

3. Contractual (primarily Government bonds) obligations existing prior to the 
war and which became payable prior to the treaty: We have virtually no informa- 
tion in this regard, but the total amount of these claims, both in number and 
umounts, will probably be relatively small. 


Il HUNGARY 


1. War-damage claims: There were filed with the Embassy 383 of a total as- 
serted amount of $78,905,884. (This would include such relatively large claims as 
1 by Ford Motor Co. for $5,119,032, and by International Standard Electric 
Corp. for $10,593,460.) 

2. Nationalization or expropriation claims: There were filed with the Embassy 
82 claims of a total asserted amount of $9,830,974. It is contemplated that addi- 
tional claims, approximately 1,000 in number, may be filed; there is, however, no 
indication of the value of these claims. 

3. Prewar contractual obligations: The picture here is about as vague as above 
indicated with respect. to Rumania. 


Ill, BULGARIA 


1. War damage claims: There were filed with the Embassy 15 claims of a 
total asserted amount of $596,964. 

2. Nationalization or expropriation claims: There were filed with the Embassy 
17 such claims of a total asserted amount of $2,916,571. Here again, we may 
assume the filing of many additional claims but probably not in excess of 500; 
the amounts involved in such additional claims will probably not be very large. 

3. Prewar contractual obligations: We have virtually no information here, but 
this category is likely to be a very insignificant one. 


IV. RUSSIA 


1. Nationalization and expropriation claims: The State Department has 
received over the years communications indicating the existence of approximately 
3,000 claims of this kind aggregating an asserted value of approximately $350 
million. This figure relates only to the nationalization of property. In addition, 
there would have to be added claims in an unknown number based upon repu- 
diated Imperial Russian Government bonds aggregating about $75 million. 

2. Priority lien claims: These claims would relate not to claims against the 
Russian Government but those against Russian nationals whose property had 
been nationalized prior to the Litvinov assignment and upon which judgments or 
attachment liens had been filed against the assets transferred by the Litvinov 
assignment. It was asserted that approximately 12 such claims will be filed. 
However, our best information at the moment is that not more than 3 or 4 of such 
claims would qualify under the bill and that their total aggregated value should 
not exceed approximately $2 million. After payment of these claims, the balance 
of the Soviet fund of approximately $9 million would be available for the payment 
of the above-mentioned claims based upon nationalization and the repudiation of 
government bonds. 


V. ITALY 


Available information in this regard is quite meager. The State Department 
has received approximately 75 letters in which asserted claims aggregating $1% 
million appear to be claims which would qualify under the Lombardo agreement. 
Apparently also approximately 100 claims which were presented to the Embassy 
in Rome for espousal under the peace treaty were rejected on the ground that 
they did not come within the scope of the treaty; and presumably, therefore, some 
of these claims would be covered by the Lombardo agreement (e. g., the Arm- 
strong Cork claim). 

Additionally, information obtained in the course of the Yugoslav claims settle- 
ment would indicate that between 300 and 400 claims would be filed relating to 
war damage attributable to Italy respecting property located in Yugoslavia where 
Italian forces conducted substantial military operations. The asserted value of 
such claims would probably be about $3% million. 
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The Italians also conducted extensive military operations in Greece which wil] 
undoubtedly give rise to a number of war damage claims respecting property 
Greece. However, these claims are not likely to be very large either in numb: 
or amounts. 

It is contemplated also that claims payable under the Lombardo agreement wil! i 
include claims for personal injuries suffered by civilian internees and other Amer : 
can nationals attributed to Italian war action. Such claims, however, are : 
likely to be large in either numbers or amounts. 

It should be emphasized that all of the figures stated above are based upx 
the claimants’ own assertion of value. Our experience with this kind of operat 
indicates that all such figures are grossly inflated; in general they may be writt: 
down by almost as much as 85 percent of the asserted value. 


BERT: 


Senator Futpricut. Are there any further questions? q 
Senator AIKEN. No. 
Senator Smirx. Let me just ask Mr. Bentley one question? 


PROPOSED EFFECT OF BENTLEY AMENDMENT 


Osea 


1 gathered in your argument that you felt that one reason for you 
amendment was to put pressure on the State Department to pus as a 
little harder on these nationalization claims? 

Mr. Brent ey. Yes, sir. 

Senator Smirx. Do you imply from that that if this settlement were 
made as recommended by the Commission and these distributions 
were made, and say everybody got 50 cents or 25 cents on the dollar, 
that that would be the end of it, and there would be no more attempts 
made, no more follow-through with these countries, to get a complete 
settlement of these claims? 

Mr. Bent.ey. Senator, I do not like to criticize the State Depart- 
ment, but I may say that, as has been brought out, | was in Hungary 
at the time that a great deal of this nationalization took place, and | 
may say that I personally deeply regretted the apparent inability of the 
administration to get anywhere with regard to pressing these claims or 
even to make a reasonable effort to press the claims. 

Now, it is possible that certain efforts have been made, but I think 
testimony both before our committee and before yours today has 
brought out that the State Department just sort of holds its hands up 
and hasn’t any idea when any satisfactory settlement with the satel- 4 
lites may be reached, and I think if partial satisfaction of these claims 
is achieved, it is possible, to my way of thinking, at least, that it 
would result that the Department might very well say, ‘Well, we % 
have done the best we can; we have satisfied you on 10 or 15 or 20 
cents on the dollar. That is far as we are able to go at the present 
time.’ 

I personally, Senator, believe these nationalization claimants ought 
to get 100 cents on the dollar, and I believe this issue should be ke “pt 
as an outstanding one. 

Senator Smirx. Of course, I agree with you on that. 

Mr. Bent.ey. I can only draw on my own 9 years with the Depart- 
ment, Senator, and I think that if the heat were kept on, it would 
tend to make this a more active issue than it might be if partial 
satisfaction were accomplished. 

Senator Arken. Mr. Bentley, how do you account for this very 
large increase in the number of claims recently? Assuming that, as 
we have been told, most of them are for less than $1,000, how would 
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most people know about it? How would they know how to go about 
making any claim? 

Mr. Bent ey. Senator, I can only suggest, assuming that both my 
figures and your figures are correct, and that your figures are later 
than ours, that there has been a certain amount of publicity regarding 
the active consideration of this legislation by the House and by the 
Senate, and that a large number of claims have been filed very recently. 
[ would not have any direct knowledge on that. But you see, | 
think it is important to recall that originally a lot of people who had 
nationalization claims did not file those nationalization claims because 
of the fact that it was never contemplated originally that the wartime 
blocked assets were going to be used to satisfy those claims. 

Senator AIKEN. You have the same increase in the war damage 
claims, too? 

Mr. Bentuey. Yes. 

Senator AIKEN. But the two sets of figures cannot be correct, 
because you have a fewer number of claims amounting to larger 
amounts, in some instances. 

Mr. Bentiey. As I say, the only explanation I can give is that 
we did get it from committee sources, and I certainly intend to check 
our sources as soon as I can. I cannot explain the discrepancy any 
further than that. 

Senator Arken. Thank you. 

Senator Futsricut. Thank you, Congressman Bentley. 

Mr. Bentiey. Thank you. 

Senator Futprieut. Congressman Eugene J. Keogh, the dis- 
tinguished Representative from New York State. 

We welcome your testimony at this time. 


STATEMENT OF HON. EUGENE J. KEOGH, REPRESENTATIVE IN 
CONGRESS FROM THE NINTH DISTRICT OF NEW YORK 


Mr. Krocu. Mr. Chairman and members of the committee, it is a 
great pleasure for me to have the opportunity to appear before this 
distinguished committee in these rather impressive surroundings. 

Senator Futsrieut. I hope we can put you at your ease in spite of 
the dignity of the occasion. 

Mr. Kroeu. Thank you very much. 

Mr. Chairman, I have been authorized by Representative W ayne 
Hays of Ohio to ask your committee if you would be good enough to 
accept for the record a statement which he has preps ared. 

Senator Fu.sricut. Certainly. It will be included in the record 
at this point. 

(The statement of Representative Hays of Ohio is as follows:) 


STATEMENT OF WayNeE L. Hays, REPRESENTATIVE From OHIO 


Mr. Chairman and members of the Foreign Relations Committee, I understand 
your committee is considering the bill to amend the International Claims Settle- 
ment Act, §. 1310, or its opposite number, H. R. 6382, which recently passed the 
House of Representatives, I had desired and intended to testify before your 
committee, but I find I am required to be out of the city when your hearings take 
place. I therefore wish to submit this brief feo of my views. 

This statement is limited to one aspect of H. 6382; in all other respects I 
fully support and endorse that bill, which was the sable ct of lengthy hearings and 
long deliberation by the House Foreign Affairs Committee of which I am a mem- 
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ber. The one aspect of that bill I oppose was not the subject of any testimony 
at our hearings and was not the subject of any informed deliberation by our com- 
mittee. I am referring to the cutoff of nationalization claims against the satellit: 
countries, generally known as the Bentley amendment, which is contained i: 
section 303 (2) of H. R. 6382. It is because I feel strongly on that subject, and 
because I know that other members of our committee and of the House share my, 
views, that I am submitting this statement. I want to do my best to see that 
nationalization claimants obtain before your committee the hearing they did not 
get in the House. 

I do not intend to repeat here the detailed statement I made on the floor of thx 
House when H. R. 6382 came on for debate. My remarks there will be found on 
pages 7786-7787 of the Congressional Record for June 23. I hope the members 
of this committee will read not only those pages but the entire debate on the bill, 
beginning on page 7774. In my speech I set forth some reasons why this cutoff 
amendment should not be taken by this body as being the kind of informed action, 
based on evidence and thorough consideration, that I think the remainder of 
H. R. 6382 represents. I then attempted to show that none of the reasons given 
for the amendment has any validity. 

It may be the customary pride that some of us feel after what we believe to be a 
good day on the debate floor, but I think it is indisputable that the debate not 
only bore me out in every way but actually confirmed, in a vivid manner, my 
analysis of the fundamental misconception upon which the Bentley. amendment 
is based. That misconception is that the claims of the various countries ar 
pooled, and that because of the tremendous Russian claims no one can get more 
than a few pennies on the dollar. Of course that is not so; each country’s claims 
and assets are separate under the bill. But no sooner had I concluded my re- 
marks than Mr. Bentley, the author of the amendment, arose to question my 
statement that there was no pooling. He said he thought I was wrong as to the 
satellites and he read from a memorandum to support his views. Mr. Bentley was 
immediately corrected by Mr. Richards, chairman of our committee, and Mr 
Morano, of Connecticut, and conceded that he had misinterpreted the language. 
However, Mr. Bentley still was not clear on the point, and he and I engaged in a 
further colloquy in which Mr. Bentley finally learned that claims against each 
country must be paid from that country’s assets. I refer this committee to pages 
7787-7788 for that colloquy. 

The importance of this development cannot be overemphasized. No one has 
ever said that these nationalization claims are less worthy of consideration than 
the other eategories of claims under the bill. Our committee, as Chairman 
Richards said on the floor, never took the position that any class of. claims is 
more deserving of compensation than any other class, so you must not think there 
was any such thought involved in our committee’s action. Mr. Bentley himself, 
on the floor, stated on page 7788: “I do not want these nationalization claims to 
be paid 5, 6, or 8 cents. I want them to try to get 100 cents on the dollar. That 
is why I want to keep these nationalization claims separate and not pay them off 
with a little amount like that.” In other words, this mistaken idea of ‘‘a few 
cents on the dollar,’’ based on the pooling misconception, is the root of the cutoff 
argument. Presumably, if you could show the proponents of the cutoff that there 
actually is quite a bit of money to go around, they would be the first to withdraw 
the amendment. 

That is exactly what I showed in my statement, based on the Yugoslav claims 
experience. Mr. Wainwright of New York had previously touched on the same 
point, in rejoinder to Mr. Bentley, and had elicited from Mr. Bentley the remark 
that his position might be very well taken. In the Yugoslav claims settlement 
concluded in 1954, only 12.6 percent of the total amount claimed was actually 
approved for payment. If you applied that percentage to the total estimated 
claims against the satellites (some $125 million) you would get a total of $15,750,- 
000 to be paid. The available satellite assets are in the neighborhood of $30 mil- 
lion. We thus find the amazing fact that you could double the Yugoslav per- 
centage and till do exactly what Mr. Bentley wanted to do—pay off all the legiti- 
mate claims, including nationalization claims, 100 cents on the dollar. But 
suppose it turns out to be only 75 cents on the dollar, or 60 cents; would it be 
reasonable to say this affected the argument? 

In fact, to face the issue squarely, if there were only 5 or 10 cents available, 
every consideration of justice and fair treatment would still lead to the conclusion 
that nationalization claims should share equally with others. If these claims are 
deserving, as everyone admits they are, they should share in these assets no matter 
how much or how little is available. The analogy of a bankruptcy proceeding has 
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een put forward, and I think it is pertinent. In all likelihood there will never be 
.ny other funds available for any of these claimants, and if we cut them off now, 
hey are barred forever. How many of us, in such a situation, would like to have 
is hopes rest on having the ‘‘meeting at the summit” take up this point on its 
igenda, as suggested by Mr. Bentley and the committee report? 
In concluding, let me say that the opposition to the Bentley amendment in the 

ther Chamber is not a matter of politics. Within our committee—after we 
ealized what we had done—both Democrats and Republicans were opposed to it, 
ind members of both parties spoke against it indebate. No floor fight was made 
igainst it simply because this is a complicated bill, and without adequate study 

he kind of study you will give it—arguments and explanations can get pretty 
nvolved, a lot of members would have to be educated fast, and there are always 
langers in that situation. Rather than get into that, those of us who opposed 
the cutoff decided to tell this body the full story and hope this body will remedy 
the situation. I sincerely hope you will do so. 


Mr. Krocu. Mr. Chairman, I would appreciate having permission 
from you to insert in the record a statement which has been prepared 
by the Association of Jews from Bulgaria in the United States of 
America, and | ask permission for that to be inserted. 

Senator FutBricut. Without objection, it will be so included. 

(The statement referred to is as follows:) 


ASSOCIATION OF JEWS FROM BULGARIA IN THE U. 8. A.., 
New York, N. Y., July 6, 1946. 


\MEMORANDUM IN REGARD TO INTERNATIONAL CLAIMS SETTLEMENT ACT OF 
1949, as AMENDED BY H. R. 6382, ApoptrEepD BY THE HousE or REPRESENTA- 
TIVES, JUNE 23, 1955. 


This bill amends the International Claims Settlement Act with respect to claims 
against Soviet Russia, Bulgaria, Hungary, Rumania, and Italy. The bill provides 
for the taking of blocked funds as well as funds available under the Lombardo 
agreement (Italy) and the Litvinov agreement (Soviet Russia). Our interests 
are in the phases of the bill having to do with the payment of claims against 
Bulgaria. 

As passed by the House this bill provides for the payment of war damage claims 
to nationals of the United States. In this memorandum we desire to point out 
the distinction peculiar to Bulgaria not applicable to claims against the other 
countries. Primarily, it is that approximately $3 million of the Bulgarian Govern- 
ment and of Bulgarian corporations were blocked by the blocking orders at the 
beginning of hostilities in 1940 and 1941. The bill provides that these funds paid 
into the Treasury shall be used to satisfy claims against Bulgaria. In Bulgaria 
there was relatively little war damage. Our best information is that this war 
damage does not exceed $600,000. War damage in the other countries embraced 
within this bill, other than Soviet Russia, was generally in amounts in excess of 
the funds available from those countries to pay claims. 

During the war, Bulgaria confiscated property belonging to American and 
English nationals, as well as property belonging to Bulgarian nationals who were 
Jews. At about the time of the nationalization and prior to the signing of the 
lreaty of Peace, the Government of Bulgaria changed and it became one of 
Soviet Russia’s satellite nations. Subsequent to 1947 this new government 
nationalized the property of the citizens of Bulgaria including property belonging 
to members of this association. It would appear that in the event all war damage 
claims against Bulgaria were satisfied in full from the blocked funds available 
there would remain a surplus of approximately $2,400,000. 

It is the position of this association: 

1. That war damage claims should not enjoy a priority over the nationalization 
claims irrespective of the date of occurrence and that all claimants should partici- 
pate pro rata in the funds available, and 

2. That even if war damage claims were given priority, since four-fifths of the 
blocked funds would remain, the legislation should permit compensation for 
claimants whose property was nationalized subsequent to the making of the 
r'reaty of Peace. 

This nationalization came about as follows: Within a year after September 15, 
1947 (on December 25 and 26, 1947) the nationalization was carried out not as a 
confiscation measure but as a compulsory transaction between individuals as 
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sellers and the state as buyer. Payment for the confiscated property was su; 
posed to be made in special state bonds, not transferrable and not acceptable a 
a means of payment even of state taxes. These state bonds were never delivered 
but were deposited in blocked accounts in the national bank to the name of forme: 
owners of the nationalized enterprises. The final expropriation of the owners 
these enterprises came with the law for the monetary reform enacted by th 
Communist government on May 11, 1952. This law provides, ‘“‘the claims j 
the blocked account during the period of nationalization are being reduced to th 
ratio of 200 old ‘‘levas’ for one ‘leva’ and passed as revenue to the state budget 

The law as passed by the House takes the date of the Treaty of Peace, Sep- 
tember 15, 1947, as the cutoff date both for the nationalization of property f 
which claims can be filed and as the date as of which claimants would be requir 
to be citizens of this country. It is apparent that this use of this cutoff dat: 
would deprive any claimants of satisfaction for property nationalized by Bulgaria 
under the legislation mentioned above. 

With respect to the citizenship of the claimants such a provision would oby 
ously prevent claims for property nationalized by the present Government being 
paid from the blocked funds which are the only moneys available for that pur 
pose. As to the citizenship of the proposed claimants this association feels that 
the selection of such a date would work a gross injustice to the majority of Jewis! 
Bulgarians who are now citizens of this country. From the time of the anti- 
Jewish legislation during the war until the termination of hostilities it was almost 
impossible for those of us who were the subject of such legislation to leave Bul- 
garia or to acquire citizenship in the United States. Many of us suffered ex- 
treme physical hardship during the war years when we were prevented from leaving 
Bulgaria and it was only after the making of the Treaty of Peace that it was possible 
for many of us to come to this country. The result is that all of us were deprived 
of all of our property and the vast majority of us were not able to come to this 
country until after the Peace Treaty of September 15, 1947, and accordingly wi 
could not become citizens of this country until a subsequent date. For these 
reasons in order to prevent a gross injustice and to provide fair and equitabl« 
treatment to us who are now American citizens, we respectfully request that 
whatever legislation is enacted with respect to claims against the blocked funds 
of Bulgaria permit filing of claims by persons who are citizens of the United States 
on the effective date of the legislation and permit claims to be filed for the na- 
tionalization of all property which occurred subsequent to the date of the Treaty 
of Peace. 


Marco J. Farut, President. 
OBJECTIONS TO BENTLEY AMENDMENT 


Mr. Kroau. Mr. Chairman, I should like to take just a moment 
of the committee’s time to address myself to the so-called Bentley 
amendment, which cuts off the date of filing of nationalization claims 
as of September 15, 1947, and which was retained in the bill as it 
passed the House and is now pending before this committee. 

It developed in the debate in the House that apparently there is 
little justification for this arbitrary cutoff date. 

In fact, your committee, I am sure is familiar with the very frank 
statement contained in the report accompanying the House bill that 
with respect to such claims there is little likelihood that many, if any, 
claims for nationalization losses would result if this cutoff date were 
maintained. 

I think in the debate in the House a rather frank admission was 
made by the sponsor of that amendment in the committee that there 
probably would be no such claims eligible, for the very obvious reason 
that nationalization for the most part took place subsequent to that 
date. 

Now, I am addressing my remarks primarily to the language which 
appears on page 30 of the bill, lines 4 to 7, and I make this point, 


that with the cutoff date, you are creating in effect two classes of 
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nationalization claims, those whose losses occurred prior to that date, 
if any, and those whose losses occurred subsequent to that date. 
[ fail to see the logic or the justification for so doing. 


OPPOSITION TO EXTENSION OF CLAIMANTS ELIGIBILITY 


But beyond that, Mr. Chairman, I would like to call your commit- 
tee’s attention to the fact that the second sentence in subparagraph 
on page 29 extends, apparently, the eligibility for claimants of war 
damage not only to those persons who were nationals of the United 
States on the date of the execution of the armistice, but those who 
were legally residents in the Urited States. 

I think I can assure your committee that it was the thought of the 
sponsor of that language on page 29 that it would also apply to sub- 
paragraph 2 on page 30. 

[ do not know whether it so does, but if it does not, you are further 
distinguishing between and among the claimants for nationalization 
losses, between those who were citizens of the United States on the 
cutoff date and those who were not, whether they were legally resi- 
dents in the United States or not. 

My suggestion, therefore, Mr. Chairman, is that this committee 
give consideration to the restoration in the bill of the original language 
proposed in the draft that the House committee considered before the 
bill was passed. 

[ am sure that vou have heard or will hear from the representatives 
of the commission, and I think that they will suport the proposal | 
am here making. 

The debate in the House has produced the startling revelation that 
during the consideration of the bill before the Foreign Affairs Com- 
mittee, there was no testimony given with respect to this cutoff date. 
No opportunity was given for anyone to be heard with respect to it, 
and our position simply is that nationalization in the satellite countries 
was a logical development flowing from the war, and that it is arbitrary 
and unfair to distinguish as between war claimants and those who 
claim losses resulting from the nationalization. 

As the statement filed by the association with respect to the Bul- 
garian claims indicates, the amount of funds in the hands of the 
Treasury far exceeds the optimistic estimates of the total claims that 
will be filed for war damage. 

[ am not impressed with the contention of the sponsor of this 
arbitrary cutoff date, that the payment of any portion of the national- 
ization claims should not be made now because it may perhaps result 
in a lessening in the efforts on the part of our Government to accom- 
plish full compensation for such damage. I have every confidence 
that our Government will continue to pursue its courses for obtaining 
relief and compensation for those who suffered such losses, whether 
or not they receive a partial payment out of the funds now in existence. 

For those reasons, Mr. Chairman, I respectfully urge your com- 
mittee to give consideration to restoration in this bill of the original 
language and to repeating in paragraph (2) on page 30 the language 
on page 29, referred to above 
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HOUSE FLOOR ACTION ON H. R. 6382 


Senator FuLtsrigur. May I ask you, as a matter of information, 
was there a motion made on the floor of the House when this bill was 
up to strike the so-called Bentley amendment? 

Mr. Keoeu. Mr. Chairman, there was no amendment offered in 
the House. If I am any judge of the sentiment of the House, I am 
certain that if an amendment had so been offered, it probably would 
have been adopted, but those who are urging your committee to 
correct the inequity that has resulted were more anxious to expedite 
consideration of the bill in the House, having confidence that with 
the position that the administrative agency was going to take, with 
the opportunity that your committee “would give us to appear here 
and testify, that it would be far better for us to await this opportunity 
to come to your committee and urge consideration of this position. 

Senator Futsricutr. The Senator from New Jersey? 

Senator Smiru. I have no questions. 

Senator Futsricut. The Senator from Montana? 


BENTLEY AMENDMENT 


Senator Mansrietp. Mr. Keogh, your argument seems to be on the 
cutoff date. What would you think the situation would be if the 
cutoff date were maintained and these other claims were not opened 
to adjudication? Do you think it would be better, for example, 
we stood on pretty solid ground and knew where we stood as far : 
all claims of all types were concerned? 

Mr. Keroeu. I think that the bill accomplishes that. The bill as 
originally drafted proposes to accomplish that, Senator. I am sure 
that those who have rights to file claims cannot object to the estab- 
lishment of procedure for the adjudication of claims before any pay- 
ments are made, but the position, as I understand it, that is taken by 
those whose claims arise out of the nationalization is they do not want 
any war damage. claims paid until all claims are adjudicated, and my 
understanding is that the machinery set up in this bill does just that 
very thing. 

Senator MANSFIELD. I can see where Mr. Bentley hasa point. But 
what I am getting at, Mr. Keogh, is this: If there is a cutoff date, there 
would be a lot of claims which would have no means of being con- 
sidered, and if you consider all the claims at once, of all types, thea you 
know where you stand, and when you speak, you speak from knowl- 
edge of the whole. 

Mr. Keocu. That, in effect, is what we are proposing, Senator. | 
cannot see how anybody can justify the arbitrary cutoff date of Sep- 
tember 15, 1947, with respect to the nationalization claims, and make 
the statement that is contained in the House report that the bulk of 
such nationalization claims arose subsequent to that date. You are 
misleading the public, in my opinion. You are holding out the hope 
that they will receive some payment for their losses when you know 
that very few of them will be eligible to file claims under the language 
of the pending bill. 

Senator Futsricut. The Senator from Vermont? Any questions? 

Senator ArkEN. No questions. 

Senator Futsricut. The Senator from the great State of Minne- 
sota? 
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CLAIMS UP TO $1,000 


Senator Humpurey. No. I have just a point of interest. I under- 
stand that the first category of claims to be taken up are up to $1,000. 
Is that correct? 

Mr. Kroeu. I think that the bill provides for that. I suspect that 
that is a fairly normal procedure. 

Senator Humpurey. Yes. 

Mr. Keoaeu. It is the procedure that applies frequently in reorgan- 
izations and in bankruptcy proceedings, where you dispose of a lot 
of little claims to reduce the cost of administration. 

Senator Futpricut. If the Senator will yield, Commissioner 
Gillilland testified that they would be paid in full first. 

Senator Humpurey. That is right, up to $1,000. 

Senator Futsriext. That is right. 

Senator Humpnrey. And as | understand in the bill as originally 
presented, and as amended, there is not any second category that 
would receive the next full payment? 

Senator FuLpricut. No. 

Senator Humpurey. From there on out it is pro rata. 

Senator SmirH. Pro rata. 

Mr. Kroau. That is my understanding. 

Senator Humpurey. There has been some feeling in some expres- 
sions that have come to me that there might very well be a second 
category. I am not prepared to defend this, or to press it. I just 
wondered if there had been very much thought given to that at the 
time the House hearings were held, or anything in the House debate 
on it 

Mr. Keoeu. I have no recollection of anything with reference to 
that being made in the House debate. Nor was any reference made 
during the hearings before the House committee while I was in attend- 
ance. Whether there was any reference before the committee at other 
times, I would not know, Senator. 

Senator Arken. Are you through, Senator Humphrey? 


CUTOFF DATE OF SEPTEMBER 15, 1947 


Senator Humpurey. No, Senator. Just a final point on the cutoff 
date of September 15, 1947. 

What was the rationalization for that date? 

Mr. Keroau. I think that was the effective date of the treaty of 
peace. 

Senator Humpurey. Yes; with the Balkan States? 

Mr. Kroau. Yes, I believe so, Senator; but I am informed that there 
is a recognition, by implication, at least, in that instrument of the pos- 
sible claims for nationalization. Now, if there is such recognition- 
there are others here more competent to testify on that point—if there 
is recognition, that just aggravates the obvious injustice that will re- 
sult from the imposition of this arbitrary cutoff date in face of the ad- 
mission that most of such claims arose subsequently. 

Senator Humpurey. Is it not true, Mr. Keogh, that at the time of 
the House debate—I read those House debates, but it has been a 





couple of weeks ago, and I frankly could not find them before I came 
there had been a lack of recognition in the House as to 
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what was the full meaning of this September 1947 date? I mean in 
your debates there was some colloquy back and forth as to just what 
this would do in terms of the eligibility of a number of claims which 
might be ruled under this cutoff date as ineligible. 

Mr. Krogn. I did get that reaction, Senator, but I would prefer 
not to attempt to interpret all the statements made on that point. 

Senator Humpurey. I had the record clipped on it, and I read it 
over, and | have forgotten exactly the colloquy and the detail of it. 

Here it is right here. Go ahead. That is all. 

Senator MANSFIELD (presiding). Thank you, Mr. Keogh. 

Mr. Kroeu. Thank you very much. I appreciate this opportunity. 

Senator MANSFIELD. The next witness is the third of our colleagues 
from the House, Hon. Abraham J. Multer. 


STATEMENT OF HON. ABRAHAM J. MULTER, REPRESENTATIVE 
IN CONGRESS FROM THE 13TH DISTRICT OF NEW YORK 


Mr. Mutrer. Mr. Chairman, and members of the committee, | 
appreciate the opportunity and privilege of coming here and testifying 
on this bill. I hope that I can be of some help to the committee. 


OPPOSED TO BENTLEY AMENDMENT 


I concur entirely in what Mr. Keogh has said to you with refer- 
ence to the cutoff date, September 15, 1947. Exce pt for the legalistic 
principle involved, that you should take the treaty date, it is com- 
pletely impracticable to take that date. If you will review the nego- 
tiations that preceded the making of the treaties and the representa- 
tions made to our State Department by American nationals, American 
citizens, in advance of, and which were really part of, those negotia- 
tions, you will find that they urged that their property rights be pro- 
tected in these various countries when these treaties were ‘being nego- 
tiated. To put in this cutoff date of September 15, 1947, does violence 
to the principle requiring our State Department to protect those people. 
The world knows that this country has always been opposed to the 
principle of nationalization. I trust we always will be. And that 
was well known and is well known to all foreign countries. 

The result was that there was practically no—TI think I am safe in 
saying that I could not be challenged when I make the statement 
that there was no nationalization in any of these three countries until 
after the execution of the peace treaties. Then under the Communist 
doctrine the Soviet influence had its effect. They then began to 
nationalize in these three countries. We ought to be honest in this 
legislation and either take out any reference to nationalization claims 
being processed pursuant to this authority, or take out the date of 
September 15, 1947. 

As Mr. Keogh indicated, it would be most unfair to raise the hopes 
of these people, that here is a place where they can file claims, and 
go to the trouble of retaining lawyers and spending money, and 
processing their claims, only to be told, “Sorry, we cannot even con- 
sider your claims, because your claim arose because of a nationalization 
in one of these three countries after the date which is the cutoff date 
fixed by the statute.” 
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AWARDS DO NOT EXTINGUISH CLAIMS FOR UNPAID BALANCES 


Now, I followed the debate fairly closely in the House when it 
was on the floor and, as Mr. Keogh said, there was nothing brought 
out in any of the public hearings before the House committee on the 
subject, and the only justification I could get, other than the aanaees 
argument that you should take the treaty date, was that if we have 
that cutoff date, then there is going to be additional aoe on our 
State Department to urge these countries to do something for these 
people whose property was nationalized, and then you will get a fund 
as a result of the pressures on our State De ‘partment created out of 
other assets of these three countries, which then can be used to take 
care of these claims. I am sure our State Department will do its 
very best at all times to bring about a condition where we can get 
other assets that are still blocked in this country belonging to these 
three foreign countries released, so that they can be used, or applied 
to payment of these claims. If that ever comes about, and most of 
us doubt it will, then there is already provision in this very bill, 
section 313, to reserve to those people their right then to come in and 
process their claims, or rather get payment of their claims, to the 
extent that they cannot get payment now. 

In other words, under section 313 of the bill as now before you, 
there is a provision that payment of any award in less than the full 
amount, if processed pursuant to this legislation, will not affect their 
right to get any further compensation if and when there are any fur- 
ther assets obtained by our country which can be applied to the pay- 
ment. thereof. 

Now, obviously the committee had in mind, and the House had in 
mind when they passed that, that there is a possibility, even though 
slim, that some time in the future we may get some other assets that 
will be also applicable to payment of these. But presently all of these 
people whose property was nationalized after 1947 in these three 
countries should be allowed to come in and prove their claims now; 
let them all come in and be heard and let the fund be used to give 
them each their fair share, as far as it will go, of the funds on hand. 


LITVINOV ASSIGNMENT CLAIMS 


Now, much of my testimony and that of Congressmen Kearney 
and Keogh before the House committee on this bill was directed to 
the provisions with reference to the claims arising out of nationalization 
in Soviet Russia, and that, if you will recall, goes back to 1918, and 
we made provision, the Congress did, as far back as 1939, to take care 
of them, by adoption of a joint resolution setting up a commission to 
take proof of those claims. 

Unfortunately, that resolution was never implemented by the 
appointment of a commission. Much of the testimony we gave on 
the other side was directed toward implementing that resolution. 

lt has been handled now in this bill by repealing that resolution 
and making provision in this bill for the processing and payment of 
those claims. 

Senator MansFigip. Mr. Multer, I think the committee has been 
informed this morning by Mr. Gillilland—you referred to the Litvinov 











52 FOREIGN CLAIMS SETTLEMENT COMMISSION 


assignment claims—that they would be the ones that would be give: 
the first and most speedy consideration. 

Is that correct, Mr. Clay? 

Mr. Cray. Yes, sir. 

Mr. Murer. I was about to say I unfortunately did not hear al! 
of their testimony here, but they did make the representations to th: 
other committee as they have made here, and I am sure that th 
distinguished and able members of that Commission will fulfill that 
commitment, that these claims will now get preference and priority 
treatment as to their processing and payment. That way we can 
finally get those claims determined and get such of them paid a 
should be paid. They have already waited many years too long. 

Now, if I can be of any further assistance to the committee in 
answering any questions that you may have in mind, I shall be very 
happy to. 

Senator Mansrretp. Thank you, Mr. Multer. 

Senator Smith? 

Senator Smira. No. Thank you very much, Mr. Multer. 

Senator MANsFreLp. Senator Humphrey? 

Senator Humpurey. No. I appreciate your coming before us. 

Senator Mansrietp. Senator Aiken? 

Senator ArKEN. No questions. 

Senator Mansrrecp. Thank you very much, Mr. Multer, for 
coming before us. 

Mr. Murer. Thank you for the or 

Senator Mansrretp. Proceed, Mr. Clay. 


STATEMENT OF HENRY J. CLAY, COMMISSIONER, FOREIGN CLAIMS 
SETTLEMENT COMMISSION 


Mr. Ciay. Mr. Chairman, in the course of discussion before the 
members of your committee today, there was some mention of a 
question relative to the Czarist bonds and reference to an article that 
appeared in yesterday’s New York Times. 


RISING PRICE OF RUSSIAN BONDS 


I believe that the rise in the price of those bonds on the market was 
due, so the article relates, to the meeting of minds on financial issues 
to be discussed at the forthcoming Geneva Conference. The rise was 
not, I am sure, the result of this particular legislation that is before 
you gentlemen. 

Senator MAnsFieLD. I am glad you made that statement. That 
will clear up some of the apprehensions or misapprehensions some of 
us may have. 

Mr. Ciay. Another fact, Mr. Chairman: Relative to the additional 
assets that Congressman Bentley has made reference to, I am advised 
by the Department of State that those assets would aggregate an 
amount less than $1 million. They are assets involving certain bank 
accounts that are presently in this country. 


DISCREPANCY IN FIGURES ON CLAIMS 


Another fact which may assist the committee relates to the dis- 
crepancy in the figures between those submitted by Chairman Gillil- 
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land and Mr. Bentley. I think Mr. Bentley’s figures were based upon 
ficures that were accumulated in the various embassies during 1948 and 
1949, and reflected the aggregate figures of claims and amounts lodged 
with the various governments involved. 

The more recent figures which we have produced were based on a 
hand count in the State Department involving correspondences and 
actual claims that were filed with the Department of State to date. 

Senator Arken. Mr. Chairman, may I ask a question there? 

Senator MANSFIELD. Yes, Senator Aiken. 

Senator AIKEN. Are these claims, once placed with the Commission, 
kept at the same figure, or are they revised from time to time? In 
other words, has there been any revision of the earlier claims during 
recent months? 

Mr. Ciay. From time to time, Senator, in the course of the corre- 
spondence between the Department of State and in some instances 
with our Commission, the claimants themselves vary the figures which 
they relate are the value of their claims. As time goes on, we find out 
that the claim, strangely and mysteriously, increases in value. 

Senator ArkEN. In other words, as the legislation progresses, the 
claims do not diminish in size? 

Mr. Cuay. That is not a particular pattern, but it has been an 
experience over a period of time. 

Mr. Chairman, I have a prepared statement, which, in the interests 
of time, I would respectfully ask be included in the record. 

Senator Mansrre_p. Mr. Clay, the committee would appreciate 
your summarizing the statement and will incorporate it in full in 
the record, 

Mr. Cray. Mr. Chairman, I would particularly like to paraphrase, 
if I could, the sentiments suggested in pages 11 through 15, which 
somewhat concur with the statement that has been read by Mr. 
Morton on page 4 of his remarks. 

Senator MANSFIELD. Proceed. 


DISCRIMINATORY FEATURES INVOLVED IN RESTRICTION OF EXPROPRIA- 
TION CLAIMS 


Mr. Cuay. The restriction of expropriation claims in the manner 
provided by H. R. 6382 has several incidental and, we believe, rather 
undesirable practical effects. 

We believe that the legislation as presently before you which was 
not in the form which we previously recommended, would be dis- 
criminatory against much larger groups of claimants that would fall 
within the expropriation or nationalization type. We believe that if 
the legislation is passed as presently before you gentlemen, it might 
well be regarded as an empty gesture, because, as has been re lated 
before, there are very few, if any, nationalization claims that would 
arise before September 15, 1947. 

In addition, in view of the other taking aspect of the proposed legis- 
lation, it would present a rather difficult problem for the Commission 
to investigate and adjudicate these claims because we might well have 


to look outside of the present case law in order to establish such 
claims. 
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NATIONALIZATION OR EXPROPRIATION 


In that regard, I would, if I may, like to express another view as to 
the problem of nationalization or expropriation. The theory of 
nationalization or expropriation of private property is not a novel 
theory at all. As a matter of fact, the legal concept has been in 
practice down through the ages. The problem was considerably 
simpler before World War I, when it was an uncommon practice to 
apply private property for Government use. 

The established rules, however, of international and national law 
generally coincide with the interpretation aspect of these acts, which 
was, namely, that compensation was to be made for property so take: 
and that such compensation was to be prompt and was to be adequate. 

The next phase of nationalization took place after World War I. 
The illustration of that was the petroleum expropriations in Mexico, 
which was the signal that expropriation or nationalization was develop- 
ing to the extent that public ownership was more important in certain 
national resources and certain property situations than the rights of 
foreign or absentee owners. 

It was only after World War II that expropriation really came into 
being as we know it. Such action took place in Yugoslavia, Czecho- 
slovakia, and Poland, and the ex-enemy satellites, especially those 
countries that came within the Communist orbit. 

The purges in Czechoslovakia were reportedly designed to break 
the power and position of the property-owning middle class. Eco- 
nomic, political, and social factors are now a part of the expropriation- 
nationalization picture. 

Within the Eastern European Communist areas there are certainly 
notable differences of policies and attitudes. However, there are 
certain nationalization problems which do exist between the United 
States and many countries in Western Europe. In view of the recog- 
nized and consistent policy of this Government to espouse the claims 
of its nationals, it is suggested that now is the time to consider the 
aspects of compensating nationals of the United States from these 
several funds for nationalization and expropriation of property. 

Although the funds are small, the American nationals have in the 
form of funds presently on deposit in the United States Treasury at 
least hope of partial compensation for their properties illegally taken, 
and at the same time the proposed legislation preserves the excess 
amount for which they do not receive compensation, the right, at a 
later time, by which this Government may espouse the remainder of 
such claims. 

The bill specifically provides, as I have stated, for continuation of 
espousal for the uncompensated part. 

The legislation as it presently reads gives relief only to claims which 
arose prior to September 15, 1947. Such claims, if there are any, 
certainly would be extremely few, as has been suggested in the testi- 
mony today before this committee. 

We know that expropriation and nationalization statutes in the 
satellite countries, with almost no exception, took place after Sep- 
tember 15, 1947. Rumania, for example, the country with the biggest 
fund, passed its most effective nationalization law on June 11, 1948. 

Gentlemen, I have tried to reduce the consensus of the Commission 
and my feelings concerning nationalization. The type of nationaliza- 
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tion that we know and understand in the field of international law 
certainly is apart from the acts which have taken place in the satel- 
lite countries. There was no interest on the part of the satellite 
countries to adequately or promptly pay claimants for properties 
that were nationalized or expropriated. It is my personal feeling 
that rather then describing these claims as nationalization or expro- 
priation claims, they actually are war-damage claims, as we know 
the term. : 

It was just as devastating to the claimant to have a bomb fall on 
his property as to have his property taken by political or economic 
factions which have no desire or interest, in fact, of compensating 
such persons for the taking of their properties. 

Senator Mansrietp. Thank you, Mr. Clay. 

Senator Smith? 


ADMINISTRATION'S OPPOSITION TO BENTLEY AMENDMENT 


Senator SmirH. Just one question, Mr. Clay. I gather from your 
testimony that the Foreign Claims Settlement Commission entirely 
agrees, and that the position of all the Commissioners is the same 
with regard to this legislation, and that you are supporting the sug- 
vested amendment of the House bill that your chairman presented 
to us earlier this morning? 

Mr. Cuiay. That is correct, Senator Smith. 

Senator Smira. You are all agreed? 

Mr. Cuay. I speak, I am sure, for the other two members of the 
Commission. I believe this is the position of the Department of 
State. It is the position of the Bureau of the Budget. It is the 
position of the Department of Justice. It is also the administration’s 
position, I believe, sir. 

Senator SmirH. Thank you. That is all 

Senator MANSFIELD. Senator Humphrey? 


QUESTION OF TAX WRITEOFFS TAKEN BY CLAIMANTS 


Senator Humpurey. I would like to ask a question in terms of the 
larger claims. 

As I understand it, of course, awards over $1,000 would be paid 
$1,000 on account, and then receive a prorated share of the rest of 
the assets. Is it not true that some of the large companies that have 
claims have also taken advantage of tax writeoffs to somewhat liqui- 
date their claims through the tax laws? 

Mr. Cray. Senator, I do not know that as a fact, but I am sure 
some of them may have. As has been our experience in the past, 
the moneys that will be forthcoming to the successful claimants will 
be tax free. 

Although the larger claimants may fail in their nationalization 
claims, they may come in under the purview of war-damage claims. 
They have filed under both categories. They filed under the war 
damage and they filed under the expropriation claim. 

Senator Humpurey. Yes. My point, sir, is based upon what I 
believe to be the fact—and I may very well be incorrect—that a 
number of the larger companies which suffered rather severe losses 
as a result of the nationalization programs in the Balkan countries, 
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and particularly in Rumania and Bulgaria, have already in their 
tax payments here in the United States stricken from what would be 
their regular tax to the Government a certain amount as a business 
loss, and thereby have been compensated for their claims in part. 

Mr. Ciay. I would assume that American business prudence 
would follow that pattern; yes, sir. 

Senator HumpHrey. All right. Now, then, if that is the case, 
are we to compensate them a second time? 

Mr. Cray. Senator, I am not sure whether it is in my prerogative 
to express an opinion in that regard. I would personally believe 
that such a conclusion might be a valid one, nevertheless. These 
particular claimants that you refer to are American corporations 
that are owned by American shareholders who have made substantial 
investments abroad, and this in effect would be a means of assuring 
the protection of American investments abroad so that in the futur 
other countries outside of the Soviet circle of influence that might 
look to confiscate American properties abroad may learn a lesson. 
The fact that they may have additional compensation here, I think, 
is not so much a part of the picture as preserving the property inter- 
ests of American capital abroad. 

Senator Humpnrey. I am in full agreement with preserving Amer- 
ican. property interests abroad. I am violently opposed to the prin- 
ciple of confiscation and nationalization. I believe in the protection 
of the integrity of our fiscal and financial interests as a part of the 
protection of the reputation and general honor of the Nation. But 
I do not believe in double jeopardy and I do not believe in double 
indemnity. 

What I am trying to get at here is this: Is it not true that under our 
tax laws, those who are in the upper tax brackets get a greater ad- 
vantage out of a tax writeoff as a business loss than someone that 
might have just a small little claim, writing it off? 

My question is directed toward the ultimate objective of seeing 
whether or not it might not be desirable to see that payments were 
made not only to those with $1,000 claims, but also made to some 
other categories. For the person that is of modest means, a $1,000 
loss can be rather disastrous, and for a company that has been able 
to charge it off already and thereby actually has been compensated, 
a $10,000 loss or a $50,000 loss, which is not really a loss, may not 
affect the company very seriously at all. 

Mr. Cray. Senator, I am a general practitioner of the law and I 
am not a tax expert. I would assume that if the facts that you 
relate are the facts here, the Government would have the right to 
take another look at the previous writeoff, and if this were a credit 
that was reestablished, the Government might very well be able to 
go back and readjust the tax writeoff or the taxpayer would have to 
report his recovery as income—once having made a tax writeoff. 

Senator Humpurey. Is there anything in this legislation, sir, that 
gives you that specific authority? The lawyers that are going to 
defend these claims are going to be very able and competent men, and 
[ have had some experience, only in a limited sense, with claims when 
the law is indefinite. And is there any specific language in this pro- 
posed act that says that if you have already taken advantage of a tax 
writeoff because of damages or losses that you have suffered due to 
nationalization or war damages, that you are not fully eligible, un- 
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qualifiedly eligible, for the equity treatment which is provided in this 
act? 

Mr. Cuiay. Senator, there is no such authority provided for in the 
legislation before you, but the proposed bill before this committee, 
S. 1310, was a bill that was discussed in the Department of Justice, 
and was cleared with the Internal Revenue Service. 

This proposed legislation was the result of conferences of all inter- 
ested Government agencies, and the bill before you had the approval 
and the study of the Internal Revenue Service. 

Senator Humpurey. That may be true, and I have high regard for 
these departments. But I want to ask just a simple question: Have 
the companies that have already suffered damages through national- 
ization or war damage been able to charge off their losses as a tax- 
deductible item? 

Mr. Cuay. Senator, I do not know the answer to that question, sir. 

Senator Humpurey. Where do we get the answer? 

Mr. Cray. I gave no answer. I do not know the precise facts. I 
said I thought it was good American business prudence for corpora- 
tions to take tax writeoffs, but 1 do not know of my own personal 
knowledge that they have done this, sir. 

Senator Humpnrey. Would it not be a pertinent fact for this com- 
mittee, and even for the Commission, to ascertain? 

Mr. Cuay. I am not sure that this problem is germane to the intent 
and the purpose of this legislation, which is to compensate American 
nationals for property that was either war damaged or nationalized 
and expropriated in relation to the three satellite claims funds. Of 
course, as far as the Lombardo agreement is concerned, I do not think 
it would have any application. As far as the Litvinoy Assigument is 
concerned, I do not think it would have any application there. If it 
did have any application, it would relate to really the three satellite 
funds, as a practical matter. 

It was never a matter that was ever given serious consideration in 
the course of the discussions of this legislation, sir, as the appropriate 
governmental agencies were on notice of this question. 

Senator Humpurey. | want to say I do not think we ought to con- 
fuse what we consider to be a statement of principle, namely, that we 
vigorously oppose any efforts of nationalization or expropriation, and 
supplementary to that, that our Government will do everything in its 
power to rectify whatever injustice or inequity may have resulted 
therefrom. That isa principle. Then the second thing gets into this 
ugly subject called dollars, which is a pleasing subject, too, and I 
think it is important for the committee to know, and may I say most 
respectfully, for your Commission to know, whether or not. the large 
claimants and particularly —because this runs into millions of dollars— 
whether or not the large claimants have not already been compensated 
in terms of the tax laws. 

Mr. Cray. Well, I have no comment to make on your statement, 
Senator. I would assume that the Department of Justice and the 
Internal Revenue Service would be cognizant of these proceedings 
and certainly they had this in mind when they approved of the 
legislation as submitted to the Senate, sir. ' 

Senator Humpurey. Yes. I know the most recent tax law per- 
mitted a throwback further for business losses than other tax laws 
did. I do not remember the exact detail on it. That was a pretty 
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big bill, over 1,000 pages long. But I recall that the Revenue Act 
of 1954 provides for corporate business losses to be picked up back 
for some period of time on present corporate revenues and corporate 
payments to the Treasury Department. 

Now, I am not an expert in this, either, but I most respectfully 
suggest that since there is only a limited amount of money, and since 
there has been considerable argument under the Bentle ‘vy amendment, 
as to the fact that it would provide better payment for what claims are 
eligible under it than the broad overall approach, that maybe we 
might very well want to look into this matter of whether or not 
claimants have been compensated priorly under tax laws. 

Mr. Cuiay. Senator, | do not want to minimize your contention, 
because I think it is a very valid one, but I would like to say this, 
that the purpose of this legislation is to assist literally thousands of 
American nationals and in some cases some extreme hardship cases 

Senator Humpnrey. I| agree, sir. 

Mr. Cuiay. And the passage of this legislation is extremely impor 
tant. Especially in the case of the Soviet Litvinov Assignment, the 
administration of the act is concerned, it is going to be an extremely 
difficult problem, because those particular claims arose prior to 1933, 
and just the problem of decedent estate law in many cases is going to 
pose many knotty and technical problems for the Commission. 
Nevertheless, I reiterate, and that for emphasis’ sake, I do not want 
to minimize any aspect of your statement. 

Senator HumpHrey. I want it quite clear that I believe these claims 
should be settled. I believe that this legislation is essential. I be- 
lieve that we ought to try to make restitution to the best of our ability 
within the limits of the resources available, and that the Department 
of State ought to pursue vigorously every effort to gain the funds that 
are necessary to make this restitution of property, or the compensation 
for loss of property. But that does not tell me that you should jump 
pellmell in and correct one injustice by compounding it with a second. 

I am only saying that I think this is a point that is germane to the 
subject matter, that it is a point that involves, may I say, the pay- 
ment of many of the smaller claims, because there is only so much 
money, and some people have gotten better benefits from tax writeoffs 
than others. A tax writeoff means a lot more to people in a high bracket. 

Mr. Cuay. That is very true. And let me say this, Senator, that 
the large majority—I would say over 90 percent of all the claims— 
relate, as Judge Gillilland has stated, to small amounts. They are 
the $1,000 or the $2,500 claim. 

Senator Humpurey. The large amount in numbers. 

Mr. Cray. Yes, sir. 

Senator Humpnrey. But not in dollars? 

Mr. Cray. The larger claims, I might say—and this is my experi- 
ence as former Chairman of the International Claims Commission— 
that even in relation to the large industrial claims, they, as I suppose 
all good lawyers do, present their claims in as full a fashion as possible, 
and one finds out when we come down to the finish line that they are 
only a small percentage of what was originally claimed. 

I think of the Standard Oil claim under the Yugoslav claims agree- 
ment. That claim was submitted for an amount in excess of $10 
million, and the award of the Commission was around $2,600,000. 
Senator MANSFIELD. Will the Senator yield there? 
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Senator Humpnrey. Yes. 

Senator MANSFIELD. I think the Senator from Minnesota has raised 
a valid point, and the committee would like to suggest that you get 
an opinion on this from the Department of Justice so that we may 
have it before us for consideration. 

Senator A1kEN. Mr. Chairman, since we are dealing in assumptions 
at this point, may | carry these assumptions one step further? Assum- 
ing that an American oil company had $10 million worth of property 

expropriated, or war damaged by Rumania, I think we could safely 
assume that that would be a deductible item on the tax returns. Next, 
suppose that that $10 million is recovered through this type of legis- 
lation. I am not sure that we could assume that that, as being a 
payment for damage sustained, would be a nontaxable item gut 
assuming that it is a nontaxable item, I would like to go to the next 
step. That would add $10 million to the profits of a company b« ‘yond 
a doubt. Would it be subject to the 27% percent depletion allowance 
I think it would. If it is a nontaxable item, I would say that it is 
subject to the depletion allowance, just like any other profit. 

Mr. Cuay. You must remember this, Senator, as far as the tax 
aspect of the claim is concerned; this is not considered to be a property 
right, as such. This is really a settlement of claims and therefore 
would not be, as such, a right which would have the same priority 
as a judgment at law. It really is a settlement of their claim. 

It is naturally based upon facts and law, but it is a settlement out 
. a bounty, if vou want to use such a term, that has been set up 

cainst which there is no real right at law, but against which claimants 
sonal their claim before this Commission. The results of investiga- 
tion are weighed and a determination is made. But it does not carry, 
I say again, with it the same legal connotation as a judgment at law. 

Senator Aiken. Mr. Chairman, I would like to have the staff find 
out if the recovery on the part of an oil company would be subject to 
the 27% percent depletion allowance. 

Senator MANsFIELD. Will the gentleman yield? The committee 
would like to have the answers to the questions posed by the Senator 
from Minnesota and the Senator from Vermont, and we would suggest 
that you contact the Department of Justice for an opinion and have 

t before us, if you can, on Monday morning. 

(The opinion referred to appears on p. 142 of the appendix.) 

Mr. Cuay. | shall adhere to your demands, sir, and if it is within 
the realms of possibility, I shall ask the Department of Justice to 
hand up a memorandum. I certainly will try. 

Senator Mansrie.p. Fine. Thank you. 

(Mr. Clay’s prepared statement follows:) 


STATEMENT OF HENRY J. Ciay, COMMISSIONER, FoREIGN CLAims SETTLEMENT’ 
CoMMISSION 


1. R. 6382, now before you for consideration, is, with only a few changes, one 
of them of outstanding importance, substantially the same as 8. 1310 which was 
ntroduced in the Senate several months ago by Senator George 

The principal purpose of this bill is to permit the determination by the Foreign 
Claims Settlement Commission and the payment by the Treasury, if only.in part, 
of various claims which United States nationals have had for many years against 
five foreign governments; namely, Rumania, Hungary, Bulgaria, Italy, and the 
Soviet Union. To date these clisms have remained wholly unsatisfied. 
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& The bill would create five separate claims funds with respect to each of thos 
countries from which these claims would be paid— generally on a pro rata basis 
As I shall indicate later, these funds will vary widely in amount. The respectiv: 
claims funds will be utilized to pay only those claims identified with the particular 
country involved. There will be no co-mingling of the funds. In essence, there- 
fore, except for the various administrative provisions which will be substantial], 
the same in all cases, we are dealing here with five separate claims programs 
which should be considered separately. 

The moneys making up these funds were all derived in each case by agreement 
with the particular country involved. 

The money available does not represent appropriated moneys. The Com- 
mission’s expenses of administration will be taken from the several funds estab- 
lished before any distribution is made to claimants by way of a deduction or a 
loading charge of 5 percent of each such fund. The entire operation of these 
claims programs will cost the American taxpayer nothing. 

Each of the funds attributable to the three satellite countries (Hungary, 
Rumania, and Bulgaria) will represent proceeds of the liquidation of various assets 
of those countries or their nationals which were vested or blocked during World 
War II. Under the respective treaties of peace entered into between the United 
States aud each of those countries in 1947, the United States is authorized to take, 
liquidate, and dispose of these assets as it sees fit. 

The procedures contained in H. R. 6382 for the vesting and liquidation of such 
assets are generally the same as those heretofore followed by the Office of Alien 
Property in connection with the vesting and liquidation of the assets of other 
enemy countries such as Germany and Japan. However, the private property 
of natural persons (as distinguished from government-owned or corporate-owned 
property) will not so be taken, but will remain blocked, subject to further consid- 
eration pending future developments on the international scene. 

It is estimated that, after liquidation and the payment of certain specified debts 
against the owners of these vested assets, the Bulgarian fund will amount to an 
estimated $3,124,000, the Hungarian fund an estimated $3,176,000, and th: 
Rumanian fund, an estimated $22,365,000, of which latter amount slightly mor: 
than 13 million will be represented by gold bullion formerly owned by the Ruman- 
ian Government. 

The Italian fund, which amounts to exactly $5 million, is already vested in the 
United States but was acquired in an entirely different way. This sum was paid 
to the United States by Italy pursuant to what has come to be known as the 
Lombardo agreement, entered into between our Government and the Republic 
of Italy in 1947. That agreement resulted from negotiations between the United 
States and Italy regarding disposition of approximately $60 million of Italian 
assets which had been vested or blocked during the war and which, after such 
negotiations, were returned to Italy after the war. 

The Soviet fund, approximately $9,100,000, is likewise already vested in the 
United States Treasury. That particular fund represents proceeds of the liquida- 
tion of various assets which were transferred to the United States by the Soviet 
Government pursuant to the so-called Litvinov assignment of 1933. This assign- 
ment represented one of a series of undertakings entered into between the United 
States and the U. 8. S. R. at the time of the latter’s recognition by the United 
States in 1933. After consideraole and comprehensive litigation which extended 
over a period of many years, the Department of Justice completed the collection 
and liquidation of those assets. The Litvinov assignment was intended to con- 
stitute simply a token payment on account—in the nature of an earnest— of the 
very considerable number of claims which arose in favor of United States nationals 
as a result of the Soviet revolution of 1917 and the nationalization and expro- 
priation program which was undertaken by the Communist regime thereafter. 
The Litvinov assignment was simply preparatory to a final overall settlement of 
all claims between the two governments and their nationals. As I understand it, 
while negotiations regarding such a settlement were actually commenced shortly 
after the Litvinov assignment, they soon collapsed and, so far as I am aware, 
have not been resumed in recent years. 

So much for the composition of the claims funds. The various claims which 
will share in the distribution of those funds also vary in nature from country to 
country. 

1. CLAIMS AGAINST THE SATELLITE FUNDS 


The claims against the 3 satellite countries fall into 3 general categories: (a) 
those arising from the failure of those countries to comply with their peace treaty 
obligations in which it was agreed that United States nationals would be com- 
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pensated for property lost, destroyed, or damaged during and as a result of World 
War II; (b) those claims arising from the nationalization or other taking of prop- 
erties by those countries; and (c) those claims resulting from the repudiation by 
those countries of various contractual obligations (represented, for the most 
part, by government bonds) which were acquired by United States nationals 
prior to the war and which became payable prior to the effective date of the peace 
treaties. All of the peace treaties involved became effective on September 15, 
1947. 

H. R. 6382, however, limits nationalization claims to those arising prior to 
September 15, 1947, as distinguished from the corresponding provision of S. 1310 

, which all nationalization claims arising at any time prior to the effective date 
of the act would be compensable. This is the outstanding and very important 
difference between the two bills. It represents a very important deviation from 
the position of the executive branch with respect to these claims programs; and 
I should like to discuss this matter at length in a little while, after completion 
of this brief and summary outline of the whole program. 


2. CLAIMS AGAINST THE ITALIAN FUND 


This category of claims against Italy includes those arising out of the war 
They are claimants for whom provision was not made in the peace treaty with 
Italy. Under that treaty, Italy undertook obligations, similar to those assumed 
by the three satellites, to compensate United States nationals for war damage 
losses. The important difference, however, is that while the three satellites did 
not comply with their obligations, Italy has complied and is continuing to honor 
her promises. In general, the Italian Peace Treaty provided for claims relating 
to losses to property located in Italy itself. The purpose of the so-called Lombardo 
fund of $5 million is, in general, to take care of property losses relating to property 
located outside of Italy and attributable to Italian military action (e. g., losses on 
the high seas, losses in Greece, Yugoslavia, and possibly other areas in which 
Italy engaged in military action) and certain personal injury and similar non- 
property losses which arose in Italy itself but were also not covered by the treaty. 


38. CLAIMS AGAINST THE SOVIET FUND 


These claims are of still another character, and fall into two general categories: 

(a) The primary purpose of this fund is to provide—and to an extremely 
limited extent—payment of all claims against the Soviet Government recognizable 
under international law and arising prior to November 16, 1933, the date of the 
Litvinov assignment. These obligations would include claims resulting from the 
nationalization and expropriation of property attendant upon the Communist 
revolution of 1917, the repudiation by the Soviet Government of government 
bonds issued by the former Czarist government, ete. 

b) Before any distribution may be made to any of such claimants, however, 
another type of claim will be first taken care of from this fund, on a limited priority 
basis. These claims arose in the following manner. At the time of the Litvinov 
assignment, a few United States nationals had, assertedly, obtained judgment or 
attachment liens against various items of property then in the United States in 
the name of Russian corporations which had theretofore been nationalized by the 
Russian Government. Since, under the terms of the Litvinov assignment, the 
property so assertedly encumbered by these liens, passed to the United States, the 
bill provides that the Commission shall first determine the validity of such lien 
claims and provide for their payment from the proceeds of the liquidation of 
those properties, 

Awards on such claims would be limited to the amount of the proceeds of the 
liquidation of the specific assets against which the lien, if any, existed prior to 
November 16, 1933. In other words, the lien formerly existing against particular 
property would be deemed to attach to the proceeds of the sale of that property 
now in the Treasury as part of the $9,100,000 fund. These claims, as I have indi- 
cated, do not represent claims which originally arose against the Soviet Govern- 
ment but, rather, against Russian national corporate bodies. Only in this claims 
category does the bill recognize claims other than those against foreign govern- 
ments. The reason for this one exception seems clear and just. We believe that 
there should be only a relatively small number of such claims, although they may 
be rather substantial in amount. 

In general, the number and amounts of claims which we may expect will be 
asserted against each of these five funds is an extremely difficult matter to judge. 


65182—55——-5 





62 FOREIGN CLAIMS SETTLEMENT COMMISSION 


Estimates of this kind are always difficult; and they are unusually difficult to mak 
with respect to these programs. However, the following represents our best 
judgment in this regard: 

1. SOVIET GOVERNMENT 


We are advised that over a period of years the State Department has receive: 
advices indicating the existence of ay pproximate ly 3,000 claims for nationalizati« 
or the taking of property, the repudiation of bonds, and similar claims rhe 
total asserted value of such claims is approximately $425 million, includi: 
$75 million representating repudiated bonds originally issued by the Imperia 
Russias yvernment. It might be well to emphasize at this point—althou 

ll is equally applicable to all other categories ot claims—that 

kind will be based entirely on the claimants’ own assertior 

1e, in the Commission have had no opportunity for an independer 

iation, nor has the State Department, so far as we know. Our experie1 

vi asserted values of this kind is that they are usually grossly inflated 

Nevertheless it seems certain that the small fund which would be available for 

listribution here, after payment of the few priority claims, would permit payment 

of no more than a very small “‘dividend.”’ The bill provides for an initial $1,000 

payment for all claims allowed for $1,000 or more, or the payment in full of claims 
allowed for less than $1,000 

2. ITALY 


Our estimate, based upon advices received by the State Department and this 
Commission, is that approximately 1,500 claims will be filed; and that they will 
aggregate, in allowable amount, something, but not very much, in excess of thi 
$5 million fund available for distribution. Out best guess is that this fund should 

mit rather substantial payments on account of all allowed claims 


i 


THE THREE SATELLITES 


The potential claims figure here is even more obscure. Our best estimate is 
that about 3,000 claims of all of the 3 indicated categories will be asserted against 
these countries in an aggregate total of something in excess of almost $150 million 

As I have already indicated, however, claims against the satellite countries in 
relation to the moneys available for their payment, must be considered in the light 
of the fact that the funds are not commingled and that claims against any particu- 
lar country would be paid only from the fund attributable to that country resulting 
from the liquidation of its blocked or vested assets. 

The estimated Bulgarian fund of approximately $3,124,000 would probably 
permit payment, if not in full, of a very high percentage of all claims allowed, 
including all nationalization claims which would have been filed before the amend- 
ment now in H. R. 6382, limiting nationalization claims to those arising prior to 
September 15, 1947. 

The other two funds will undoubtedly be subject to many more claims aggre- 
gating much larger amounts; and, apparently, a much smaller percentage of pay- 
ment will be possible from those funds. Since the Hungarian fund will probable 
be much smaller (about $3,176,000) than the estimated Hungarian fund of 
approximately $22,365,000, and since total potential claims against the Hungarian 
fund will probably be not much less than those against the Rumanian Fund, it 
may be that the percentage of payment which could be made to claimants against 
Hung: ary will be much smaller than that made to claimants against Rumania. 

Against this background, gentlemen, I should like to discuss briefly but in 
slightly more detail, the action by the House in connection with the nationalization 
and other taking claims against the three satellite countries. This problem does 
not arise in connection with the other two categories of claims. 

8. 1310, as submitted, provided, with respect to the three satellites, for com- 
pensation in respect to nationalization claims arising at any time prior to the 
effective date of the act. This was the position reached and urged by the execu- 
tive branch, after extended discussions of this problem among representatives of 
the State Department, the Bureau of the Budget, this Commission and other 
interested executive agencies. It was and, we believe, is a position in keeping 
with the traditional policy of the United States to espouse claims of its nationals 
against foreign countries for the nationalization or other taking of their property 
and to seek, on their behalf, prompt and effective compensation. It must be 
recognized that the espousal and satisfaction of such claims contributes greatly 
to the readiness of American private citizens, corporations, and charitable insti- 
tutions to make investments in foreign countries, thus reducing the burden of 
foreign aid on the taxpayer. 
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While H. R. 6382 (in section 303 (2)) purports to provide for nationalization 

nd expropriation claims, in fact it virtually eliminates all such claims by the 
rovision that they are not to be allowed unless they arose prior to September 15, 
1947. It is recognized, as indicated in the House committee report itself, that 
very little, if any, formal nationalization or other expropriation affecting United 
States nationals occurred in any of those countries until after September 15, 1947. 
Virtually all of such claims, several thousands in number, arose after that date 

We of the Commission earnestly recommend that this limitation in H. R. 6382 
be eliminated and that the language of 8. 1310 in this particular regard be restored. 

It is the opinion of the State Department, we understand, that there is little 
likelihood, at any reasonable foreseeable time, that any other assets will be 
available for the payment of such nationalization claims. It is our opinion that 
considerations of equity and sound public policy dictate that the funds we have 
been discussing should be made available for the payment of such claims as well 
is for the other claims involved. 

So far as the legal situation is concerned, no one has ever questioned the right, 
under the treaties or otherwise, to devote the vested assets of the three satellite 
‘ountries to payment of nationalization and expropriation claims as well as war 
damage and prewar debt claims. In fact, it could well be argued that, under the 
pertinent terms of the treaties (e. g., art. 27 of the treaty with Rumania) the vested 
assets should be and were intended to be devoted, not primarily to the treaty 
war damage) claims, but rather to claims other than those provided for by the 
treaties, such as nationalization claims. In other words, it was contemplated 
that the three satellites would comply with their treaty obligations to pay war 
damage claims directly, and that the vested assets would be used to satisfy other 
claims. 

Additionally, the restriction of expropriation claims in the manner provided by 
H. R. 6382 would have several incidental and, we believe, very undesirable prac- 
tical results: 

a) To the extent that some nationalization claims did arise prior to September 
15, 1947—and they would be few, if any—the result could be regarded as dis- 
criminatory against the much larger number of claimants whose properties were 
not nationalized until after that date. 

(b) On the other hand, if no nationalization claims at all arose until after Sep- 
tember 15, 1947, the result might well be regarded as an empty gesture. In 
effect, H. R. 6382 would appear to tell persons who suffered such losses that they 
have nationalization claims while, at the same time, it is known that none of 
them would qualify as claimants because of the date limitation. 

(c) Several serious administrative problems would arise. Since it may be 
assumed that many potential claimants, long resident in this country, are not 
aware of precisely when their properties were nationalized, the probabilities are 
that all such persons would file claims without any specific reference to a date of 
nationalization, or with a statement that they do not know and cannot learn the 
date of such nationalization. While the Commission could adopt a strict rule of 
proof in such cases and dismiss such claims on the ground of inadequacy of proof, 
it is unlikely that this could be done without exciting a great deal of adverse 
criticism. 

(d) While very little, if any, formal nationalization or other expropriation 
occurred until after the treaties, it would undoubtedly be argued by many claim- 
ants that “other takings’’ (by imposition of governmental controls or other 
interferences with ownership rights, etc.) had occurred prior to the treaty dates 
and prior to formal nationalization. Claims based upon “other takings’ would 
be compensable under both S. 1310 and H. R. 6382. The determination of such 
factual issues would often be extremely difficult, especially since the Commission 
will probably be able to obtain little, if any, cooperation from local authorities in 
looking into such questions; and the difficulties of proof in such matters could 
well lead to highly discriminatory results as between claimants similarly situated. 
These difficulties would be eliminated if formal nationalization under specific 
local law (which affected virtually all properties) could be regarded as the defini- 
tive “‘taking”’ date. 

The House committee members who voted in support of this limitation in H. R. 
6382 may have been influenced unduly by the belief that if expropriation claims 
were included, they would consume, to an unreasonably large degree, the moneys 
which would otherwise be available for the payment of war-damage claims for 
which, it was believed, the funds were primarily intended. In this regard, the 
Commission desires again to point out the following: 

(1) Under both 8. 1310 and H. R. 6382, awards to war-damage claimants, in 
conformity with the pertinent treaty provisions, would not exceed two-thirds of 
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the actual loss. While it is possible that allowed war-damage claims would only 
exhaust all of the moneys in both the Rumanian and Hungarian funds, it is almost 
certain that they would not exhaust the approximately $3 million Bulgarian fund 
In fact, upon the basis of present information, it seems reasonably clear that there 
will be money left over in the Bulgarian fund from which al] nationalization claims 
could be paid, even after payment in full of all war damage and debt claims 
payable from that fund. And the experience of the Foreign Claims Settlement 
Commission in connection with its conduct of the Yugoslav claims program 
indicates that this may very well also turn out to be true in connection with the 
other two funds. In the Yugoslav claims program, the total claims asserted 
ageregated approximately $156 million; but the total awards amounted to only 
upproximately $1834 million. 
(2). While it is true that the number of nationalization claims as to each country 
will probably exceed the number of war-damage claims, the probabilities are that 
the total dollar amounts of nationalization claims will be much smaller, on an 
average, than the war-damage claims. Thus, while awards may be made on 
many more nationalization claims than on war-damage claims, it is permitting 
many more citizens to benefit from this program. 
3) Under the treaties, war-damage claimants were to receive their money, not 
1 the United States dollars, but in local, and blocked, currency, to the extent of 
two-thirds of the loss. This would have required successful claimants to use the 
money so received in the appropriate satellite country and only for the purpose of 
ng the damaged or lost properties. Under H. R. 6382 (as well as 8. 1310) 
claimants would be getting paid in this country and in free United States dollars. 


restori 





In the case of Hungary and Rumania, the large war-damage claimants will 
probably not realize their total loss in dollars (because of the smallness of the 
funds in relation to total claims However, many of the smaller war-damag« 
claimants, especially those who will be paid in full on account of awards of $1,000 
or less, will probably do considerably better under this bill than they would have 
if the treaties had been complied with. In the case of the Bulgarian fund, it is 


almost certain that all war-damage claimants will be paid, if not in full, at least 
such a large percentage, and in dollars, that they will be much better off than wa 
contemplated by the treaties 

To exclude nationalization claimants, under these circumstances, may well be 
regarded as unfair and unnecessarily discriminatory as against them, 

Another incidental but very desirable practical result of allowing all nationaliza- 
tion and expropriation claims against the three satellites at this time is that, even 
if they receive only a small percentage of their allowed claims, all such claims will 
have been thoroughly investigated and determined at this time, while witnesses, 
memories, and records are still available and reasonably reliable. Thus, a fixed 
total claims obligation against the three satellites would be ascertained and would 
be av: ailable in the event of future negotiations between the United States and the 
satellites for payment of the unpaid balances of such claims. I should like to 
e mph size in this regard that the bill expressly provides that, unless payment of 
any claim is made in full pursuant to this bill, the claim is not extinguished and 
all rights against the appropriate foreign government for the unapid balance of 
he claim are preserved. 


Senator Mansrretp. The next witness, and the - one—and | 
hope he does not take very long—will be Mr. Sidney Gross, Chief of 
the Legal and Legislative Section, Office of Alien Property of the 
Department of Justice. 

Mr. Gross. 

Mr. Gross, I hope you heard what I said at the beginning. 

Mr. Gross. I did, Mr. Chairman, and my remarks will be very, 
very brief. I do not have a prepared statement. 


STATEMENT OF SIDNEY GROSS, CHIEF, LEGAL AND LEGISLATIVE 
SECTION; OFFICE OF ALIEN PROPERTY, DEPARTMENT OF 
JUSTICE 


Mr. Gross. It is the position of the Department of Justice that 
the Department’s position in this case is merely that of a technical 
adviser with respect to this legislation. 
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VESTING FEATURES OF H. R. 6382 


The Office of Alien Property was requested to assist in drafting the 
vesting provisions of H. R. 6382, because of its experience in the 
administration of the Trading With the Enemy Act. 

The purpose of title 2, which includes sections 201 to 215 of the bill, 
is in general to authorize the vesting of certain assets in the United 
States owned by Bulgaria, Hungary, or Rumania, or by nationals of 
those countries other than natural persons. The assets proposed for 
vesting are those still blocked under Executive Order 8389 of April 
10, 1940, pursuant to which World War II blocking controls were 
administered. 

The proceeds of the vested assets would be transferred to special 
funds in the Treasury dedicated to the compensation of certain 
American claimants against the Governments of Hungary, Bulgaria 
and Rumania. A small amount of Bulgarian, Hungarian, and 
Rumanian assets was vested under the Trading With the Enemy 
Act during World War II. The proceeds of the liquidation of these 
assets, other than assets owned by natural persons, would be trans- 
ferred to special funds in the Treasury.. The natural persons’ assets 
would be divested and retained in blocked accounts under Executive 
Order 8389, as amended. 

Thus title 2 would place all these vested or controlled prewar 
Bulgarian, Hungarian, and Rumanian properties in the same status. 
That is, the property of natural persons would be kept under the block- 
ing controls and other property would be diverted to the compensation 
of American claimants. 

This program is an implementation of the treaties of peace with 
Bulgaria, Hungary, and Rumania, which in general provides that each 
allied signatory may seize all property within its territory which belongs 
to these 3 Governments or their nationals and apply such property to 
the payment of claims of such allied signatory and its nationals against 
the 3 Governments or their nationals. 

Sections 201 to 215 are modeled to a substantial extent on the 
Trading With the Enemy Act. There have been a few deviations, 
some occasioned by differences between this program and the program 
contemplated by the Trading With the Enemy Act; others as a result 
of our experience in the administration of the Trading With the 
Enemy Act, and one such change was made by the House in its con- 
sideration of the bill. 

A section-by-section analysis of the bill appears both in the hearings 
before the Committtee on Foreign Affairs in the House and in its 
report, and I therefore will not take the committee’s time to repeat 
the analysis. 

Senator MaNnsFigeLp. Are you finished, Mr. Gross? 

Mr. Gross. Yes, sir; I am. 

Senator MAnsFietp. Thank you, Mr. Gross. 

The committee wishes to thank all the witnesses who appeared 
this morning. We appreciate your cooperation. 

The committee stands adjourned until 10 o’clock Monday, in this 
room. 

(Whereupon, at 12:40 p. m., the committee adjourned to reconvene 
at 10 a. m., Monday, July 11, 1955.) 
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MONDAY, JULY 11, 1955 


Unitrep STaTEs SENATE, 
CoMMITTEE ON ForEIGN RELATIONS, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 a. m. in the caucus 
room, Senate Office Building, Senator Mike Mansfield presiding. 

Present: Senators Mansfield, Morse, Barkley, Smith of New Jersey. 
and Aiken. 

Senator MANSFIELD. The meeting will come to order. 

A letter from Mr. Whitney Gillilland, Chairman of the Foreign 
Claims Settlement Commission, answering the request of Senator 
Aiken during the hearing on H. R. 6382 on July 8, 1955, relative to 
the amounts of some of the larger claims which may be expected to be 
filed against the proposed claims funds from the Balkan countries, 
referred to in the bill, has been received and will be made a part of the 
record. 

(The letter referred to is as follows:) 

FoREIGN CLaImMs SETTLEMENT COMMISSION OF THE UNITED STATES, 
WASHINGTON 25, D. C., July 11, 1956. 
WaLTeR F. GEORGE, 
United States Senate, Washington 25, D. C. 

Dear SENATOR GEORGE: Pursuant to the request of the Foreign Relations 
Committee concerning specific questions raised by Senator Aiken during the 
hearing on H. R. 6382, on July 8, 1955, relative to the amounts of some of the 
larger claims which may be expected to be filed against the proposed claims funds 
of the Balkan countries referred to in the bill, there is enclosed a statement 
setting out the names of the 20 known claimants asserting the largest claims. 

The Foreign Claims Settlement Commission is pleased to be of assistance to 
the committee and will readily furnish any additional information deemed neces- 
sary. 

Sincerely yours, 
WHITNEY GILLILLAND, Chairman. 

Enclosure, 
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New Jersey Industries, Inc., 120 $5, 946, 624. 06 
Wall Street, New York, N. Y., 
owns 100 percent of: 
(a) SOMAG §&. A. R. which | (a) Damages to plant, equipment, etc., by Ru- 
owns: manian authorities before 1945, $1,573,543 
100 percent of BROEHM | (6) Damages to plant, equipment, ete., by Ru- 
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8.A.R manian authorities before 1945, $38,071. 
Confiscation of optical supplies by Ru- 
manian authorities in 1945, $94,068 
100 percent of (c) Damages to plant, equipment, etc., by Ru- 
COMPTOIR 8S. A.R manian authorities before 1945, $153,528 
Confiscation of optical supplies by Ru- 
manian authorities in 1945, $488,826 
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Property 
d) Bomb damage in 1944, $84,650 
Confiscation of optical supplies by Ru- 
suthorities in 1945, $863,999. 
Co ation of optic supplies by Ru- 





wuthorities before 1945, $210,978 

Confiscation of optical supplies by U. 8. 8. R 
in 1944, $120,000 

Bomb damagt 





(¢ n 1944, $33,189 
Confiscation of textiles by U. 8.8. R. Army 
n 1944, $208,294 
Confiscation of textiles by Rumanian au 
thorities in 1944, $781,027 
f) Bomb damage in 1944, $120,497 


Confiscation of textiles by U. 8.8. R 
in 1944, $695,178. 

Confiscation of textiles by Rumanian author 
ities in 1945, $81,128. 

Confiscation of textiles by Rumanian author- 
ities before 1945, $758,474. 

(g) Confiscation of textiles by Rumanian author- 
ities in 1945, $426,205. 

Confiscation of textiles by Rumanian author- 
ities before 1945, $211,506. 

Damages to buildings, machines, lumber, 
etc., at Caransebes, Severin Judet by 
bombing on Sept. 14, 1944, $1,223,356.22. 

Salaries paid to doubles for Jewish employ- 

$26,844.50 

¢) Loss of profits by reason of 

bardment, $437,651.40 

a) Damages sustained by forced liquidation of 
Presajul by Rumanian authorities in 1941, 
$533,333. 

Damages sustained 


practice profession 


Army 


war and bom 





because prohibited to 

ifter 1941, $306,667 

c) Costs of preparing claim, $40,000. 

Damages to Bicsad and Campulung la Tisa 
properties (Satu-Mare Judet) by bom- 
bardment in fall of 1944, $45,621 

Expropriation of real property in Satu-Mare 
and Maramures Judets, in 1945 and 1946 
by Rumanian authorities, $25,000 

c) Requisitioning of 2 locomotives by Rumani- 

an authorities in December 1947, $18,000 

(d) Theft of firewood by unknown parties in 

December 1946, $42,000. 

(e) Requisitioning of lumber by Rumanian 

authorities in 1945, 1946, and 1947, $735,000 

(a) Damages to refinery at Brasov, Brasov 
Judet, by bombardment on Apr. 16 and 
July 4, 1944, by bombing on May 6 and 
June 6, 1944, $1,807,669. 

Damage to refinery at Brasov by 
forced evacuation because of 
and bombardment, $114,235 

Losses sustained by reason of being forced 
by Rumanian authorities to pay salaries, 
sick benefits, etc., while plant was idle, 

$99, S39 


reason of 
bombing 


(a) Damage to property 
grafia Romana 8. A 
aia, Bucharest, while under 
Rumanian authorities between 
1944, $1,253,333 

(6) Damage to interests of Astoria Film 8. A. 
by reason of inability to perform contracts, 
do business, etc. as result of racial meas- 
ures, $1,100,000. 

(c) Requisitioning of property at Str. Here- 
strau No. 10, Parcul Jianu, Bucharest, by 
Rumanian authorities from July 20, 1945, 
to August 14, 1946, $16,000. 

Requisitioning of automobile by Rumanian 
authorities from July 2, 1942-Nov. 3, 1944, 
$1,333. 

(e) Cost of preparing claim, $66,667. 

Confiscation of lumber, machinery, steam saw 
mill, coal-mine investment, art treasures, etc. 
(part of loss occurred in present U. 8. 8. R.). 


ind interests of Cine- 
it Chaussee, Mogoso- 


1942 and 


control of 
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fighting, May, June, July, and August 
1944, to oilfields at More , Cep- 
tina, and Ploesti, $160,936 
(c) Damage to depot at Constanza by bomb- 
ing in June 1944, $64,936 
(d) Damage to garage at Bucharest by bomb- | 
ing in May 1944, $66,401 | 
(e) Damage to warehouse stocks due to evacu- 
ation, $69,213. | 
(f) Material removed by German Army, 
$19,080. 
(g) Material removed by Hungarian Army, 
$8,580. | 
i 
| 
| 
\ 








ete., $11,648,883 





by bombing and | 26, 839, 2¢ 








(hk) Auto cars requisitioned by Rumanian 
Army, $66,493. 

i) Rental due on auto cars requisitioned, 
$158,320 





§29. 00 


fori necluding 14 27. 698. 00 
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] ur { ut equ > 40S 
‘ ff req it ed kK ¢ 
4 ~ A { 
r ide ink Ca +41 
y repairs t efinerv, $22.50¢ 
000 wut otive equipmer 
materials and provisio1 vi 
rendered repairs. et req 
yy Russian A Vv, $6,465,760 
( Ost Of preparation of cla S200 000 
j Petroleum and petroleu products ac 
quired by Rumanian Government du 
I 1944, 1945, 1946 1047 t inacde 
juate prices, $6,014,249 
\ s \ L. lamage due to bon a 
) a i D penses incident A $3,920) GR .2¢ 
S 4 Angk 2. Property 1 prod taken by I I 
im ( Lid Army, $710,523.73 
I N 76.79 per osses di 0 cessit B I 
A Ror rS.A rthern Buc Ss: 2 
, ent of $1,744,347 
1a R 
WI { 
<= Re 
wns 3 
r it My 
% percent of Sospiro 5. A c) 1, Destructior i 
Petrol Anglo-Saxor $148,982.53 
Petroleum Co. Ltd. (Brit ‘. Removals by Ru \ $78,228.71 
wns 76.79 percent of 
A Ror 5S. A. which 
¥ ; ” percent j 
Sos} 4. de Petrol 
0. \ I me t Cor} 44 Wall Salaries paid t ine ipl ited Dy 
t New York, N. ¥Y owns 75 Rumanian Government from Nov. 19, 
( nt of Fabrica Dehartie si 1940, to Jan. 24, 1941, $1,865. 67 
M Piatra-Neamt’’ S. A. bh) Salaries paid to doubles for Jewish em- 


ployees from 1941 to 1944, $10,114.60 

(c) Salaries paid to military controllers from 
Apr. 27, 1941, through 1943, $6,093.65 

(d) Salaries paid to controller and economic 
commission, $1,599.14 

¢) Cost of moving plant, 1 
1944 at order of Rumani 
$56,566.61 

f) Cost of returning machines to original 
location in 1945, $86, 279. 63 

(9) Theft of machines, material, et whik 





nines, etc., in 
authorities, 








plant was in transit, $425,163 
h) Theft of 2 railway cars and contents while 
plant in transit, $32,366.7 
Forced sale of woodpulp in July 1945 ata 
loss of $414,084.39 
j) Other expenses of evacuation, $295,395.92 
(k) Cost of putting factory in condition at new 
location, $328,061.95. 
Damages resulting from shutdown whilk 
plant in transit, $570,538.59. 
m) Damage to property at Piatra-Neamt, 
Neamtu, Neamtu air raids 
on Aug. 23-27, 1944, 
n) Damage to property en route to plant by 
iir raid on July 3, 1944, 005.49 
0) Confiscation of materials and supplies by 
German Army on July 31, 1941, and 
August and September 1944, $41,651.44. 
p) Confiscation of automobile, machines, and 
materials by U.S.S. R. Army on Aug. 
26, 1944, $73,315.67 








q@) Loss of goods being shipped to Germany 
at various times during war, $616,739.68 
r) Loss of profits due to curtailed production, 


ete., after armistice, $7,610,745.61 


t included in total 
icluded in total 
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Senator MaANnsFre_p. Last Friday the committee began its con- 
sideration of H. R. 6382 to amend the International Claims Settle- 
ment Act of 1949. We heard from a number of administration 
spokesmen representing the Department of State, the Foreign Claims 
Settlement Commission, and the Department of Justice. 

Several Members of the House of Representatives also appeared 
to express their views concerning certain aspects of the bill, in par- 
ticular, the Bentley amendment which would have the effect of 
excluding all claims for nationalization of property after September 15 
1947. 

This amendment is strongly opposed by the administration, which 
ilso opposes a number of other changes which were made in the original 
bill as it passed the House. For example, H. R. 6382 extended the 
class of persons eligible to claims for war damages sustained in the 
satellite countries, to individuals who were not citizens at the date 
of the armistice with those countries, as provided in the treaties of 
peace. Instead, it is sufficient under the bill passed by the House 
that claimants—who must be American citizens at the date the act 
was passed had declared their intention to become citizens at the 
date of the armistice. 


) 


COMMITTEE PROCEDURE 


Today we are to hear from a number of public witnesses on various 
phases of the bill. Because of the limited amount of time we have 
at our disposal and in view of the people who have asked to be heard 
before the committee, it is important that their oral presentation be 
as brief as possible. It is, therefore, requested that each witness 
limit himself to a period not to exceed 10 minutes, and that will 
be obeyed to the letter of the law. 

He may, if he so desires, supplement his oral statement with a 
written statement to be included in the record of the hearings. Doubt- 
less there will be a number of witnesses who share common views on 
the points raised. Rather than to have identical arguments repeated 
over and over again, it is suggested that witnesses in such cases indi- 
cate that they associate themselves with the views which have been 
expressed previously, if that is sufficient to cover the points in which 
they are interested. And anyone who wants to file a statement for 
the record, should feel at liberty to do so. 

The first witness is Mr. John Stevenson. 

Will you proceed, sir. 


STATEMENT OF JOHN STEVENSON, OF SULLIVAN & CROMWELL, 
ATTORNEYS, NEW YORK, N. Y.. ACCOMPANIED BY DR. ROBERT 
S. HARDY, SECRETARY, SOFIA AMERICAN SCHOOLS, INC. 


Mr. Stevenson. Mr. Chairman, I do have a letter bere from Dr. 
Robert S. Hardy, trustee and secretary of Sofia American Schools, 
together with a memorandum of counsel which I would like to submit 
for inclusion m the record. 

Senator Mansrie._p. Without objection. 

(The letter and memorandum referred to are as follows:) 
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Sorra AMERICAN SCHOOLS, INC. 
New York, July 7, 1956. 
Re S. 1310 and H. R. 6382. 
COMMITTEE ON FOREIGN RELATIONS, 
United States Senate, Washington 25, D. C. 


GENTLEMEN: On behalf of Sofia American Schools, Inc., I wish to express 
general support of 8. 1310 introduced by Chairman Walter F. George on March 
5, 1955, and providing inter alia for the vesting of blocked Bulgarian assets and 
their application to the payment of claims of nationals of the United States 
iainst the Government of Bulgaria for war damages, prewar contract claims and 
claims for the nationalization or other taking of property of United States nationals 
prior to the date of the act. 

H. R. 6382 which is also pending before your committee differs from 8S. 1310 


principally in that compensation for nationalization claims is limited to compen- 
sation for nationalization or other takings of property which occurred prior to 
September 15, 1947. Sofia American Schools strongly opposes this limitation in 
respect of nationalization claims, which would bar almost all nationalization 


laims since virtually all of them, including the claim of Sofia American Schools, 
Inec., arose s ibsequent to September 14, 1947. 
Sofia American Schools, Inc., also respectfully suggests the deletion or, at least, 
substantial amendment of the provision in both bills providing for compen- 
ation for contract claims, principally represented by defaulted bonds of the 
satellite governments issued prior to World War II. 

Sofia American Schools, Inc,, is a Massachusetts charitable corporation in- 
corporated March 4, 1926, which from 1926 until 1942 operated a coeducational 
college in Bulgaria under the name of the American College of Sofia. The col- 
ege—the successor of two schools in Bulgaria which had been financed and directed 

nterested Americans since 1871—was established with the encouragement of 
prominent Bulgarian citizens and public officials who wished to have an American 
college in their midst. The land for the campus was purchased, the buildings 
erected and the college operated throughout the vears almost entirely with funds 
obtained in the United States. 

The college has been a private, nonsectarian institution, teaching the accepted 
principles of Christianity, spreading American ideas of democracy, and building 
cultural ties with the United States while at the same time attempting to meet 
the educational needs of Bulgaria. 

The college was held in such high regard in Bulgaria that the American per- 
sonnel was asked to remain for 9 months after the United States and Bulgaria 
technically were at war. But because of the increased tempo of the hostilities, 
the American personnel was given safe conduct to Istanbul in September 1942 
and the college was operated until 1944 by the Bulgarian Ministry of Education. 

Shortly after its incorporation in 1926, Sofia American Schools, Inc., became a 
member of the Near East College Association, which is incorporated in New York 
State and is an organization composed of 6 other American colleges and 1 
university in the Near East. The association serves as the American headquarters 
for its affiliated institutions and its work is supervised by a board of directors, 
composed of trustees from the boards of the affiliated colleges. 

Following the end of World War II, the Communist regime effectively prevented 
the college from reopening. On February 15, 1949, the college campus, buildings 
ind equipment, were seized and turned into a school for political police officers 
Full details of this seizure are presented in the Statement of Claim of Sofia 
American Schools, Inc., versus The Bulgarian People’s Republic, filed with the 
Department of State on April 8, 1953. The value of the property at the time of 
seizure was approximately $1 million. 

[he funds held by the board of trustees originally were restricted to educational 
vork in Bulgaria. However, by decree of the Massachusetts Supreme Judicial 
Court on April 9, 1952, the corporation is permitted to use its general funds and 
the income from its endowment funds (other than scholarship funds) for educa- 
tional purposes, including scholarship aid, in the countries of the Near East and the 
Balkan states, provided such countries are not under Communist governments. 
The present policy of the board of trustees is to assist other member institutions 
of the Near East College Association, particularly Robert College of Istanbul and 
the American College for Girls at Istanbul. Any income received from a successful 
prosecution of the claim against the Bulgarian Government will be used for the 
same purpose. 

American educational work in the Near East has been most effective in spreading 
American ideals and building American prestige in that area. Any funds received 
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as compensation for seizure of the property of the American College of Sofia by the 
Bulgarian Government would be effectively used in this country’s national in- 
terests and extending its influence in the Near East. Financial help to American 
educational institutions in the Near East, some of which have been of notable 
service since the 1860's, would increase their ability to render effective service in an 
area where the democratic leadership is desirous of strengthening ties with the 
United States and meeting the threat of Communism at home. 

Sofia American Schools, Ine. supports the provision in 8. 1310 which would 
permit compensation of nationalization claims arising prior to the effective date of 
the legislation enacted since this provision would permit compensation of Sofia 
American Schools, Inc. for the confiscation of the Rauciae College of Sofia and 
favors the deletion or substantial amendment of the provision included in both 
S. 1310 and H. R. 6382 for payment of prewar contract obligations because such 
provision as presently drafted may drastically reduce the amount of the Bulgarian 
claims fund available for satisfaction of nationalization claims. 

These views of Sofia American Schools, Inc. are in accord not merely with its 
own immediate financial interest but also with the traditional position of the 
United States in respect. of international claims as is demonstrated in the annexed 
memorandum of counsel. 

I request that both this letter and the annexed memorandum of counsel be in- 
cluded in the official record of the committee hearings. 

Very truly yours, 
{oBERT S. Harpy, 
Trustee and Secretary of Sofia American Schools, Ine 


MEMORANDUM OF COUNSEL IN Respvect or S. 1310 anno H. R. 6382 


It is in accordance with the principles of international law traditionally applied 
by the United States and considerations of equity and justice that the legislation 
enacted by Congress in respect of claims*of United States nationals against Bul- 
garia, Rumania, and Hungary— 

1. Include the provision contained¥in 8. 1310, but rejected in H, R. 6382, for 
compensation of nationalization claims arising between September 15, 1947, and 
the effective date of the Act; and 

2. Reject or substantially amend the provision included in both 8S. 1310 and 
H. R. 6282 for compensation of prewar debt obligations, principally represented 
bv defaulted government bonds, and which as presently drafted is not even limited 
to obligations payable in United States dollars. 


I. CLAIMS FOR THE NATIONALIZATION OR OTHER TAKING OF PROPERTY BETWEEN 
SEPTEMBER 15, 1947 AND THE DATE OF THE ACT SHOULD BE INCLUDED 


S. 1310 provides for the ‘“‘* * * effective compensation for the nationalization, 
compulsory liquidation or other taking, prior to the effective date of this act, of 
property, rights, and interests of the United States in Bulgaria, Hungary, and 
Rumania;’’ while H. R. 6382 limits such compensation to ““* * * nationalization, 
compulsory liquidation, or other taking, prior to September 15, 1947.” 

The provision contained in 8S. 1310 is preferable for the following reasons: 

1. The United States has traditionally espoused claims of its nationals against 
foreign countries for the nationalization or other taking of their property and 
sought through diplomatic means to achieve prompt, adequate, and effective 
compensation for the claimants. Thus, in his 1938 diplomatic correspondence 
with Mexico in respect of compensation to American nationals for their agrarian 
property expropriated by the Mexican Government, Secretary of State Cordell 
Hull stated: 

“The whole structure of friendly intercourse, of international trade and com- 
merce, and many other vital and mutually desirable relations between nations 
indispensable to their progress rest upon the single and hitherto solid foundation 
of respect on the part of governments and of peoples for each other’s rights under 
international justice. The right of prompt and just compensation for expropriated 
property is a part of this structure. It is a principle to which the Government 
of the United States and most governments of the werld have emphatically 
subscribed and which they have practiced and which must be maintained * * *’’ 
(III, Hackworth Digest of International Law 657). 

Secretary of State Hull further amplified this country’s views in another note: 

“The Government of the United States merely adverts to a self-evident fact 
when it notes that the applicable precedents and recognized authorities on inter- 
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ational law support its declaration that, under every rule of law and equity, no 
government is entitled to expropriate private property, for whatever purpose 
without provision for prompt, adequate, and effective payment therefor. Ir 


addition, clauses appearing in the constitutions of almost all nations today, and 
in particular in the constitutions of the American Republics, embody the principle 
of just compensatior These, in themselves, are declaratory of the like principle 
in the law of nations’’ (III, Hackworth, Digest of International Law 659). 

rhe satisfaction of nationalization claims contributes to the readiness of private 
citizens, corporations, and charitable institutions to make investments in foreig1 
countries and to that extent reduces the burden of foreign aid on the America 
taxpayer! 
2. The principal justification put forward in the report of the Committee on 
Foreign Affairs of the House of Representatives for the exclusion of the nationali 
zation claims is the limited funds available. However, despite this in the bill as 
reported there is provision for compensation of contract claims, principally 
represented by defaulted bonds of the satellite governments, and also for pay 
ments of war damage claims to persons who were not United States nationals at 
the time their claims arose or even at the date of the armistice with the country 
nvolved Neither of these categories of claims have traditionally been diplo 
matically espoused by the United States. 

A brief statement of the traditional American position in respect of contract 

ms is contained in the following extracts from Hackworth’s Digest of Inter- 
national Law prepared and pubished by the Department of State 

Generally speaking the Department of State does not intervene ir 


Cases 
invelving breaches of contract between a foreign state and a national of the 
United States in the absence of a showing of a denial of justice. However, it 
may use its formal good offices in appropriate cases in an effort to bring about an 
adjustment of differences. The practice of declining to intervene formally prior 


o a showing of cenial of justice is based on the proposition that the Government 
of the United States is not a collection agency and cannot assume the role of 
enceavoring to enforce contractual undertakings freely entered into by its nationals 
with foreign states 5 Hackworth 611 


. * * . * 


hile the situations created by default on foreign bonds, whether partial 
or complete, are given constant study by the Department of State, it has beer 
the policy of this Government to consider them primarily matters for direct 
negotiation and settlement between the foreign debtors and the American bond- 
holders or their representatives. American citizens who purchase such obligations 
do so upon their own responsibility and at their own risk. While the Department 
is always glad to facilitate settlements in such cases when possible, it has long 
been the policy of the Department, repeatedly stated by various Secretaries of 
State, generally to decline to intervene in the enforcement of such obligations, 
save under very exceptional circumstances, as, for example, where American 
nationals are discriminated against in connection with payments made by a foreign 
government on its obligations. 

“The Assistant Secretary of States (Welles) to Samuel O. Leslie, June 14, 1935, 
MS. Department of State, file 832.51/1054”" (5 Hackworth 625-626). 

This country’s position in respect of claims which arose when the claimants 
were not United States citizens has also been stated in Haeckworth as follows: 

“The first essential of an international claim is a showing that the claimant 
is entitled to the protection of the state whose assistance is invoked. Aside from 
the special situation of alien seamen and aliens serving in the armed forces, 
concerning which considerable confusion exists, it is well settled that the right to 
protect is confined to nationals of the protecting state * * * Until the right of 
the claimant to the protection of the state whose assistance is invoked has been 
established, there is no occasion to consider the facts and law of the case for the 
purpose of determining whether there is a just grievance against a foreign state’”’ 
(5 Hackworth 802). 

* * * * * * * 

‘<*e * * 


WM 


claims of foreigners who, after the claims accrued, became Americans or 
became entitled to American protection * * * cannot be espoused by the 
United States’ (5 Hackworth 804). 

Even war damages claims, unless they result from violation of the laws of 
war, are generally not entitled to compensation under customary international 
law, but only as a matter of grace or through treaties. 

‘Losses necessarily incident to legitimate operations of war cannot, as a general 
rule, be made the basis for indemnity as a matter of right. The general rule is 





ee 
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bject to more or less well defined exceptions, and belligerent powers occasionally 

rant indemnity, as a matter of grace and favor, to those who have sustained 
ysses in the course of warlike operations” (5 Hackworth, Digest of International 
aw 693-694 


There may be much to be said for extending the protection afforded by inter- 









| itional law to aliens, to contract claims, and to all war damage claims. In 
H. R. 6382, however, claims which would not be diplomatically espoused by the 
United States are in effect not merely being permitted to share in the available 
nds on an equal basis with claims which the United States has traditionally 
spoused under international law but are being permitted to do so to the exclusion 
1 great many such traditional claims including the nationalization claims arising 
September 15, 1947, or thereafter. 
3. The report of the House committee suggests that justice may be obtained 
the nationalization claimants by negotiation with the Soviets and their 
satellites for the payment of these claims. The results of such negotiations are, 
if course, problematical, but in any event the basis for such negotiations would 
more firmly established if all the outstanding claims were adjudicated so that 
there was some indication of the total amount of valid claims unsatisfied by the 
inds presently available. 
t. The nationalization claims should also be included it e interests of the most 
peditious administration of the claims adjudications In the first place, the 
liest possible investigation and adjudication of all claims is desirable, irrespective 
nds available for payment, in order to prevent loss of vital evidence through 
death of witnesses and destruction of document Secondly, much of the 
yperty in respect of which claims will be flied against the Rumanian and Hun 
an funds has been both war damaged and confiscated If ther to be one 
eding for war damage claims and another for nationalization clair it will 
necessary at this time to establish the extent of the wa lamage and later the 
alue of the enterprise at the date of nationalizatio1 r tner taking. This 
ld seem to involve needless duplic: tion of effort and ould be mu more 
ient to consider both the war damage and nationalizat laims of 
en enterprise at the same time. 

Both bill reflect ‘On ideration for the terests i {i small elai ant in 
eir provisions that awards of $1,000 or less will be paid in full be e payments 
excess of $1.000 are made to the larger claimants However, under H. R 

382 if the small claimant happens to have had his property natio1 zed o1 
iken on September 15, 1947, or thereafter, he will receive nothing hile payments 
itlv in excess of $1,000 are made to the eligible lars claimants. 
6. It has also been suggested that since the available funds were obtained 
rough the United States wartime freezing program they are impressed with the 
haracter of wartime funds to be used only for the discharge of war damage claims. 
Chis argument if logically applied would be just as applicable to the prewar con- 
tract claims as to nationalization claims. However, there is no such limitation 
i the peace treaty provisions which make these funds &\ ailable to the l nited 


States within the limitation of its unsatisfied claims and those of its nationals 
against the respective countries. Moreover, it is the present legislation and not 
the Trading With the Enemy Act under which they were frozen which will author 

e the application of these funds to the satisfaction of these claims, including 
var claims. Accordingly, Senators are free to determine, as a matter of policy 
and in accordance with the principles traditionally followed by this country in 
i respect of international claims, which claimants are to share in the fund without 
any limitation on the exercise of their best judgment because of the origin of 
the funds. 

7. Some confusion has also been created by the contention that the claims legis- 
lation should properly be limited to claims arising prior to the effective dates of 
the peace treaties, i. e., September 15, 1947. 

In the first place, the United States may well have the right under international 
law wholly apart from the provisions of the peace treaties to apply the blocked 
funds in satisfaction of the claims of its citizens against the satellite governments 

Secondly, the peace treaty provisions by their very terms are not limited to 
claims arising prior thereto but permit the United States to apply the blocked 
property or the proceeds thereof to such purposes as it may desire within the 
limits of its claims and those of its nationals unsatisfied under other provisions 
of the peace treaties. 

Thirdly, many other provisions of the peace treaties, including the economic 
clauses, look to the future and not to the past. Thus, for example, under article 
23 of the Bulgarian Peace Treaty, the Bulgarian Government is obliged to restore 


3 
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all legal rights and interests in Bulgaria of the United Nations and their nationals 
and return all property free of all encumbrances and charges. 

Fourthly, even in respect of the so-called war-damage claims, the satellite 
governments had no obligation to make compensation for such war-damage claims 
prior to the peace treaties except for war damages resulting from their violations 
of the rules of war (II Oppenheim’s International Law, secs. 259b, 259c (7th ed., 
Lauterpacht, 1952)). Thus, the right of United States citizens to compensa- 
tion from the satellite governments for war damage not resulting from violations 
by them of the rules of war, including, for example, damage from Allied aerial 
bombardment, is a right arising under the treaties and not under customary 
international law. Furthermore, the right to compensation for war damages 
provided under the peace treaties is to compensation in the local currencies of 
the respective countries. There is no specific provision under the peace treaties 
for the application of the vested assets of the respective satellite governments 
in this country to war-damage claims. Accordingly, the only basis for doing 
so is that subsequent to September 15, 1947, the satellite governments failed to 
carry out their obligations under other clauses of the treaties to make compensa- 
tion in the respective local currencies for war-damage claims and therefore it is 
proper to compensate these claimants as claims unsatisfied under other provi- 
sions of the peace treaties in the same way that nationalization claims may be 
so compensated. However, if this is the case the status of the bulk of the war- 
damage claims, that is, those not arising from violation of the rules of war, is 
comparable to that of the nationalization claimants whose claims arose after 
the treaty date. In both cases the right to compensation is based on the post- 
treaty conduct of the respective satellite governments. 

8. The amount of the valid war claims as contrasted with the available funds 
may have been exaggerated, particularly in relation to Bulgaria where the war 
damage was much less extensive than in Hungary or Rumania. The situation 
in respect of Bulgaria is discussed in some detail in part III hereof. 

9. The situation with respect to the satellite claims in which there is a total 
of approximately $27 million available to meet total claims estimated by the 
Foreign Claims Settlement Commission at about $125 million should be sharply 
differentiated from the situation with respect to the Russian claims where there 
is only $9 million available to pay an estimated $425 million of claims against 
Soviet Russia. Moreover, the estimate of $125 million in respect of the satellite 
claims is an estimate of the amount of claims that will be filed. In the case of the 
Yugoslav claims so expeditiously adjudicated by the present Commissioners of 
the Foreign Claims Settlement Commission, the total amount of claims filed was 
$149,344,249.70, while the actual amount of eligible claims was found by the Com- 
mission to be only $18,817,904.89. 


Il rHE PROVISION INCLUDED IN BOTH 8. 1310 AND H. R. 63882 FOR COMPENSATION Of} 
PREWAR OBLIGATIONS WITHOUT LIMITATION AS TO THE CURRENCY IN WHICH 
THEY ARE PAYABLE SHOULD BE DELETED OR SUBSTANTIALLY MODIFIED 


Both S. 1310 and H. R. 6382 provide for the application of the respective funds 
to ““* * * meet obligations arising out of contracts which existed on or out of 
other rights which were acquired by nationals of the United States prior to April 
24, 1941, in the case of Bulgaria, and on or prior to September 1, 1939, in the case 
of Hungary and Rumania, and which. became payable prior to September 15, 
1947.” 

As indicated in the excerpts from the State Department’s Digest of Inter- 
national Law, given above, the United States has traditionally not espoused 
contract claims including claims arising out of default on foreign government 
bonds, regarding such claims as primarily matters for direct negotiaton and 
settlement between the foreign debtor and the American creditors. Such a 
policy has been predicated upon the assumption that the risk of default on such 
obligation has been reflected in the market price and terms on which these obliga- 
tions were originally entered into or purchased and that the most effective sanction 
for the collection of such obligations is the interest of foreign governments in 
lishing their international credit standing. Accordingly, if the committee 
is impressed with the argument that a particular class or classes of claimants 
should be excluded from any of the claims funds because of the limited funds 
available it would seem much more in line with the traditional position of the 
United States to exclude the contract claimants rather than the nationalization 
claimants. Moreover, even if the committee does not wish to bar contract 
claims entirely it would appear that certain amendments in respect of the contract 


provision should be considered. 


reestal 
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That section as it now stands is in no respect limited to bond issues issued in the 


United States market or even to bond issues payable in United States dollars. It 
could be limited to dollar obligations by inserting the words “payable in United 
States dollars’”’ immediately after ‘obligations’ in the first line. This provision, 


moreover, insofar as it relates to obligations arisit g out of contracts and bonds 
are contracts—does not require that United States citizens have held these obliga- 
tions at any time prior to the presentation of the claims so long as the contracts 
existed prior to the war and became payable prior to September 15, 1947 Under 
the actual wording of this section it is only where such obligations arise out of 
rights other than contracts that they are subject to the additional requirement of 
prewar United States ownership. It is to be hoped that the Commission would 
require in respect of the contract claims that they have been held by United States 
citizens at the time each of the items as to which an award is made became payable, 
but some indication of legislative intent might be helpful on this point. 

The limitation on obligations that they must have become payable prior to 
September 15, 1947, raises many difficult questions as applied to bond issues whic! 
have not as yet matured. This is the situation in respect of most of the Bulgarian, 
Rumanian, and Hungarian dollar bonds (Foreign Bondholders’ Protective Coun- 
cil, Inc., Report 1951 Through 1952, pp. 31, 141, 218 (1954). Does this section 
mean that if there have been defaults in sinking-fund payments through which 
they could have become payable, they are included up to their full principal 
amount? Or does it mean that they are excluded entirely because they have not 
reached their stipulated maturity date? Or does it mean that they are included 
to the extent of their pro rata share of defaulted sinking-fund payments? What 
treatment is intended to be afforded bonds maturing at some future date which 
have become payable in full because of an acceleration provision on default? And 
are claims for interest arrearages to be entertained? These are all questions of 
policy which should be determined by Congress either by express language or 
some other indication of congressional intent. 

Both bills contain a provision designed in the words of the report of the House 
Committee on Foreign Affairs ‘‘* * * to prevent the enrichment of speculators 
who bought bonds and other claims at low prices.” 

Thus section 307 of H. R. 6382 provides: 

“The amount of any award made pursuant to this title based on a claim of a 
national of the United States other than the national of the United States to whon 
the claim originally accrued shall not exceed the amount of the actual consideration 
last paid therefor prior to January 1, 1953.” 

The difficulty with this section is that it permits anyone who has purchased a 
bond since January 1, 1953, from the original owner of such bond—and the original 
owner may not know even today what Congress is contemplating in this respect 
to obtain the full amount to which the original holder would be entitled, no matter 
how little this post-1952 purchaser pays for the bond. Conversely, it has been 
suggested that if such a cutoff date were not stipulated, the Commission might 
have a difficult time establishing that transactions occurring since that date were 
not just designed to raise the recoverable amount of the claim. One solution 
might be to retain the cutoff date but insert at the end of section 307 the following 
language: “‘or the amount of the actual consideration last paid therefor between 
January 1, 1953, and the filing of the claim, whichever is the smaller.” 

It would appear from the House committee report that the language “‘the 
national of the United States to whom the claim originally accrued”’ is intended to 
mean the original United States purchaser of a bond. However, this language on 
its face might also mean the first subsequent United States purchaser in the event 
the original purchaser was an alien. Any such possible interpretation could be 
avoided by substituting the word ‘‘person’’ for ‘‘national of the United States.” 
This would not open the gates to claims by original alien holders since they would 
be barred under other sections of the act. 


III. THE PROBABLE APPLICATION OF THE BULGARIAN CLAIMS FUND UNDER H, R. 6382 


The provision in H. R. 6382 for cutting off nationalization claims arising sub- 
sequent to September 14, 1947, was characterized on the floor of the House of 
tepresentatives as in essence providing that the applicable funds should be 
divided solely among holders of war claims rather than among both war claimants 
and nationalization claimants. In the case of Bulgaria the total fund available 
is approximately $3 million and the total war damage claims are very small— 
Congressman Alvin Bentley has estimated the war damage claims filed at $600,000 
(100 Congressional Record 7779, June 23, 1955). 
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ven assuming that all the war damage claims can be sustained in their full 
t, the of the Bulgarian claims fund as H. R 6382 now 


stands would 


e employed in the satisfaction of Bulgarian Government bond claims At the 
are Limne Sofia Ame rican Sel ools, Ine . wi ich helds the largest single claim 
fied with the Department of State against Bulgaria, as well as other American 


titutions, corporations, and individuals holding nationalization claims, would 


denied any compensation whatsoever rhe report, 1951 through 1952, of the 
roreign Bondholders’ Protective Council, inc., indicates that the total amount 
of the outstanding dollar bonds of Bulgaria which have not been repatriated was 


96,467,500, while there were also outstanding bonds expressed in other currencies 
the amount of £10,052,340, 202,329,000 gold franes., and 159,711,000 paper 
ranes, or the equivalent of $29,180,952 at the exchange rate of $2.80 to the 
nd, and 350 franes to the dollar (without any premium for the gold franes 
Che extent to which Bulgarian governmental obligations are 


now held by American 
and meet the other requirements of the act discussed in part II, is 
ossible to estimate In 1943 the market value which, of course, was only a 
fraction of the principal amount plus interest arr arages, of the ] 


reported to the Treasury as then held by 
as $500,000 (Treasury 


ALIONAILs, 


sulgarian Govern- 
American nationals 
Department, Census of American-Owned Assets 


obligat 


in 

Countries, p. 80 Of this amount, 5400,000 were dollar bonds with an 
wweregate par value till excluding dividend arrearages) of $2,100,000 (id. at 
pp. 83, 82 Many more of both the dollar and foreign currency bonds may 
ave found their way into the United States since that date, and as indicated in 


art IT, the present bills do not explicitly require that such obligation 


s have heer 

eld even since World War II by United States citizens 
Insofar as Bulgaria is concerned, on the basis of the best present estimates as 
t arious categories of claims, the holders of Bulgarian Gov ernment bonds, 
foreign currencies as well as dollars, will be the principal beneficiaries 


sion of t nationalization claims, ineludi g the claim of Sofia American 
rie for the confiscation of the buildings, campus. library, and other 
he American ( ollege of Sofia 


Respectfully submitted 
Joun R. Srevenson 

Mr. Stevenson. Dr. Hardy is also here with me. and In a minute 
| would like to have him sav a word to you about the American 
College of Sofia 

Senator MAaNsririp. Mr Stevenson, 
period. Dr. Hardy is not on the list 
our 10 minutes 

Mi i | 


remember, the 10-minute 
So his time will come out of 


EVENSON. Right. siz 


SOFTA AMERICAN SCHOOLS OPPOSES THE BENTLEY AMI 


In general, on behalf of Sofia American Schools, I would like to 
oppose the Bentley amendment which would, of course. cut off all 
nationalization claims including the claim of Sofia American Schools 
which arose in February of 1949. 


¢} 


[ would like to correct at this point 
the record with respect to a statement that Congressman Bentley 
made on Friday, indicating that perhaps Sofia American Schools 
would have a war damage claim because of the rent during the period 
that it was being occupied by the Bulgarian Ministry of Education. 
We were paid rent during that period by the Bulgarian Government. 
so that our claim is substantially a claim for nationalization, and the 
Bentley amendment would effectively deprive us of our rights. 

Now, I would at this moment like to have Dr. 
bit about Sofia American Schools. 
Senator MANSFIELD. Fine. 


NDMENT 


Hardy tell you just a 


Dr. Hardy, come up and proceed. 
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OPERATIONS OF SOFIA AMERICAN SCHOOLS 


Dr. Harpy. Sofia American Schools is 1 of 8 members of the Near 
East College Association. It is an American corporation chartered in 
\fassachusetts in 1926. Largely through the financial support and 
direction of the interested Americ ans, it operated a coeducational 
college in Bulgaria known as American College of Sofia. 

Because of the war the American staff was given safe conduct to 
Turkey. It was a private, nonsectarian institution, teaching the 
accepted principles of Christianity, American ideas of democracy, and 
attempting to meet the educational needs of Bulgaria. It was held 
in high regard by the people in the government of the country. 

Following the close of the war the Communist regime prevented the 
college from reopening. On February 15, 1949, the campus and the 
college buildings were seized by the Communist government and 

urned into a school for political police officers. The funds held by 
the trustees were originally restricted to educational work in Bulgaria. 
However, by a decree of a Massachusetts court in 1952 the corporation 
is now permitted to use its general funds and the income from its 
endowment fund for educational purposes, including scholarship aid 
in countries in the Near East and the Balkan States not under Com- 
munist governments. 

At present these funds are used to help other members of the Near 
Kast College Association, particularly Roberts College of Istanbul 
and the American College for Girls at Istanbul. 

Any funds received from the suecessful prosecution of the claims 
against the Bulgarian Gove rnment will be used for the same purposes 
and will thus be used in the national interests in an area where these 
American institutions for many years have built American prestige 
and influence. 

Thank you. 

Senator Mansrizgtp. Dr. Hardy, would you identify yourself 
the committee? 

Dr. Harpy. Yes, sir. I am the secretary of the board of trustees 
of the Sofia American Schools, and I am the director of the 
Near East College Association. 

Senator Smira. Mr. Chairman, I would like to ask one question 
at this point. 

Do you contemplate just abandoning this school in Bulgaria for all 
time, in the light of what has happened there? Is that the idea? 

Dr. Harpy. That is probably the practical this ng, yes, sir. 

Senator Smiru. | am interested in this whole subject, because | 
have been interested in the Américan University at Beirut, and I was 
in Bulgaria just before the American College of Sofia was seized, and 
there was a great concern then that it might be taken over and we 
might have to close it. 

Dr. Harpy. That is right. 

Senator Smirna. Of course, if you participate, and I think you should 
in whatever funds are available now, you will get probably a very small 
amount of what your investment was; is that correct? 

Dr. Harpy. I would assume so, yes, sir. 

Mr. Stevenson. That depends, sir, on the amount of Bulgarian 
claims funds, which I understand is probably, in terms of the total 
recovery, the most advantageously situated. In other words, the 


American 














SO FOREIGN CLAIMS SETTLEMENT COMMISSION 


total claims, including war-damage claims, are the least in proportion 
to the amount of funds in the case of Bulgaria than in any other 
country. As a matter of fact, a member of the Commission indicated 
on Friday that there might be satisfaction in full of all the Bulgarian 
claims. 

Senator Smiru. I am very, very glad to hear that. But, of course, 
you are not going to settle for whatever you would get out of this 
claim? You are going to continue the claim for whatever total 
damage was suffered by the college? 

Mr. Stevenson. That is correct. 


REASONS FOR OPPOSITION TO BENTLEY AMENDMENT 


Now, could I say just a few words why in general, wholly apart from 
the specific claims of the Bentley amendment, we oppose the 
amendment? 

[ will not repeat the arguments made on Friday, but I would like to 
point out that under the bill as presently drafted, contract claimants 
which are represented on the whole by defaulted government bonds, 
are being favored over nationalization claimants such as ours. Also, 
certain claimants who were not United States citizens at the time of 
the armistice are also being included. And neither of these types of 
claims has traditionally been espoused by the United States. 

There is a lot to be said for including those claims in the type of 
espousal which the United States undertakes in the future. 

However, I think if there is any question of excluding any claimants 
from these funds because of the limited resources available, certainly 
the nationalization claimants, who are the sort of claimants who have 
traditionally been espoused and backed to the hilt by the United 
States Government, should not be the group selected for exclusion. 

I would also like to address myself to a particular point which has 
been made, namely, that the claims fund should properly be limited to 
claims which arose before the treaty date, namely, September 15, 1947. 
Now, I think this argument is fallacious for a number of different 
reasons. 

In the first place, the treaty language does not limit the application 
of the funds to claims which arose prior to that date. It specifically 
allows that such funds be made available for all claims of the United 
States nationals and the American Government within the limits of 
claims against the Bulgarian Government. 

In point of fact, the United States can use it for any purpose that it 
deems proper. 

Now, the second argument is that even the so-called war damage 
claims technically did not arise prior to the treaty date. Under 
customary international law, war damage claims are not entitled to 
compensation except in cases where there had been a violation of 
customary international law. 

Now, I suspect that most of the war damage claims arose from such 
acts as bombardment by Allied forces of oilfields and things of that 
sort, and would not be compensable. The reason they are compen- 
sable now is that Bulgaria, Rumania and Hungary desregarded their 
pledge under the peace treaty to compensate these war damage claim- 
ants in local currencies, and as a result the war damage claimants, 
like the nationalization claimants, have a legitimate reason for asking 
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compensation because of the posttreaty conduct of the respective 
satellite governments. 

There is nothing in the peace treaty that says that the funds in 
this country shall be applied in satisfaction of war damage claims. 
[t is just because of this posttreaty conduct of the Bulgarian Govern- 
ment that such a right has accrued. 

Now, I would also like to mention one other fact. I think it is 
misleading when we are talking about these various funds to lump 
the Russian fund with the various satellite funds, because there will 
obviously be only a token recovery in the case of the Russian fund. 
However, in the case of the satellite funds the estimate I have seen is 
between $125 million and $150 million of total claims, whereas the 
funds available are around $27 million. 

Well, that is a substantial recovery when you make allowances for 
the amount by which certain of the claims may be reduced in the 
course of adjudication, as happened in the case of the Yugoslav 
claims, where the present Commission did such a splendid job of 

expeditiously—really, within a year—the present Commissioners 
settling the whole Yugoslav picture, and claims that had amounted 
to about $150 million were reduced to around $18 million. 

Now, I would just like to make one more point. 

Senator Smirx. Can I ask this question? 

Mr. SrevENsON. Yes, sir. 

Senator Smiru. I understand from the testimony we had on Friday 
that the Commission’s policy, and the correct policy, is to allocate 
to the respective countries the claims against those countries with 
the assets in those countries, and not have one lump sum to take 
care of all of it? 

Mr. Stevenson. That is not merely their policy, Senator Smith. 
That is also the way the bill is presently drafted, and I heartily sub- 
scribe to that differentiation by countries. 

Now, one other point that I would like to make which has not been 
touched on at all in the hearings, at least in the present hearings, is 
the question of whether or not this is really an issue between war 
damage claimants and nationalization claimants. Actually, in the 

case of Bugaria I believe the chief beneficiaries of excluding the 
nationalization claimants would be the contract claimants, repre- 


| sented largely by defaulted Government bonds. 
, Now, if there is any excluding to be done, I think you can find a 
better way. 
I have put in my prepared statement a number of examples of 
United States traditional policy with respect to bond claims. They 
; definitely are on an inferior basis in terms of United States espousal 
to nationalization claims. If the committee does not want to go that 
far, I think that they should look at the specific language of the 
. contract section, because, for example, now it provides for compensa- 
tion with respect to claims which are not expressed in United States 
, currency. In other words, internal bonds of the various countries 
could be included. 
; Senator MansFieLtp. Mr. Stevenson, your 10 minutes are up. I 
, think the committee ought to know that we are operating on a 10- 
F minute schedule this morning, and any questions asked during the 
y witness’ statement will be taken out of his time. 


Senator Barkley? 
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Senator BARKLEY. No questions. 
Senator MANSFIELD. Senator Aiken? 
Senator ArkEN. No questions. 
‘nator MANSFIELD. Senator Smith? 
Senator SmirH. No more. 
Senator MANsFiELD. Thank you, Mr. Stevenson and Dr. Hardy. 
The next witness will be Mr. Seymour J. Rubin. 
I will say that Mr. Stevenson’s full statement will be made a part 
of the record 
Mr. Stevenson. Thank you. 


~ 


STATEMENT OF SEYMOUR J. RUBIN, OF LANDIS, COHEN, RUBIN 
& SCHWARTZ, ATTORNEYS, WASHINGTON, D. C. 


Mr. Rusin. Mr. Chairman, my name is Seymour J. Rubin. I am 
a member of the bar of the State of Illinois and of the District of 
Columbia. I am also foreign-affairs counsel for the American Jewish 
Committee, which has for many years been interested in refugee and 
similar matters. 

| would like to speak very briefly this morning in connection with 
the eligibility provisions of the pending legislation. 

First I would like to say that I associate myself with the remarks 
made by Mr. Stevenson with respect to the international law aspects 
as they are applied to the pending legislation. I see no international 
law compulsion on the United States to allocate the assets which are 
available here only to those persons who were American nationals at 
the time of the actual taking, nor do I see any compulsion for the 
so-called Bentley amendment 


LIMITED EXTENSION OF ELIGIBILITY FAVORED 


| would like to speak in favor of a somewhat limited extension of 
eligibility, and I think I should address myself to two principal points. 
One is the statement which has often been made that the funds are 
so limited that there would not be enough to go around and that 
only token payments would be made if there were any extension 
whatsoever of the eligibility requirement. 

That I think is true to a certain extent, but only to a certain extent. 
As Mr. Stevenson indicated, the funds here are in separate compart- 
ments. Insofar as Bulgaria is concerned, the funds probably will be 
almost adequate. Insofar as Hungary is concerned, the funds under 
any circumstances will be entirely inadequate. Insofar as Rumania 
is concerned, a somewhat middle situation prevails. 

So I think any sweeping statements as to the amounts that would 
be allocated to various types of claimants are not correct. 

Secondly, I think it might be pointed out that the United States has 
in many of these postwar situations extended somewhat the concept 
of nationality and the concept which I take it the Foreign Claims 
Settlement Commission considers to be included in the phrase which 
occurs in sections 303 and 304 of this bill under international law. 
That concept I take it is that the person who is injured must be a 
national of the United States or of the claiming country at the time 
that the injury occurs to him. 
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On the other hand, the United States has, together with the allied 
and associated powers, deviated from that principle in a good many 
respects. In the first place, in the satellite treaties themselves, one 
finds that the definition of a United Nations national is one which 
extends that concept. A person who was a United Nations national, 
that is, we will say a national of the United States, on September 3, 
1943, the date of the armistice with Italy, and also on the effective 
date of the treaty, September 15, 1947, is eligible as a claimant unde 
that treaty, and a similar situation prevails under the other treaties 

In addition, the United States has in the past taken special care of 
those persons who were treated as enemies by our former enemies 
Those people who were regarded as political, racial, or religious perse- 
cutees and who were persecuted, have almost from the very beginning 
of the war and certainly from 1946 onwards enjoyed a special position 
in the United States. 

For example, if they were German nationals they have been able to 
obtain return of their property from the Alien Property Custodian. 

| would like to suggest, therefore, that the bill before you be amended 
so as to provide that those persons who would qualify for a return 
inder section 32 (a) (2) of the Trading With the Enemy Act as it 
presently stands—that is, those persons who were persecutees, who 
were regarded as enemies by the satellites and by the Germans, and 
who are nationals of the United States as of the effective date of this 
legislation—should also be admitted to the benefits which may accrue 
out of this legislation. 

Thank you, Mr. Chairman. 

Senator MANSFIELD. Thank you, Mr. Rubin 

Senator Smith? 

Senator Smiru. Yes. 

Have you specifically prepared an amendment along the lines of 
your suggestion? 

Mr. Rupr. I do not have such an amendment with me at the 
present time, Senator Smith. 

Senator SmirH. We would like to have one with the exact language 
that vou have in mind so that the committee can see it 

Mr. Rupr. J will be glad to. 

Senator MANSFIELD. Senator Barkley? 

Senator BARKLEY. No questions. 

Senator MANSFIELD. Senator Aiken? 

Senator AikEN. How many claimants do you represent specifically, 
Mr. Rusin? 

Mr. Rusin. I do not represent any claimants, Senator Aiken. | 
am speaking, as I say, as a person who has been interested in refugees 
and similar matters over the course of a good many years. 

Senator AIKEN. That is all. 

Senator MansFretp. Thank you, Mr. Rubin. And thank you also 
for keeping within the 10-minute limit. 

Mr. Irving R. M. Panzer. 

Senator Smira. Mr. Chairman, before Mr. Panzer begins, I just 
want to make the statement that I will have to leave about half-past 
10 because I promised the Woodrow Wilson Foundation Centennial 
group that I would attend a meeting this morning, before I learned of 
our meeting here. So I will have to leave about half-past 10. 
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Senator MANsFIELD. Senator Smith, the committee is very happy 
that you found time to get here so that we could get the committee 
under way. 

Senator Aiken. Mr. Chairman, I wonder if each of the witnesses 
might not tell us whom they represent and, if they represent claim- 
ants, how many claimants they represent. 

Senator Smitru. Yes. 

Mr. Panzer. 


STATEMENT OF IRVING R. M. PANZER, OF FISCHER, WILLIS & 
PANZER, ATTORNEYS, WASHINGTON, D. C. 


Mr. Panzer. Mr. Chairman, I represent a number of claimants. 
How many, I cannot say, but no more than a handful, whose property 
in Hungary and Rumania was nationalized. 

Senator Mansrieip. A handful is how many, roughly? 

Mr. Panzer. Five or six. 

Senator MaAnsFreL_p. Proceed, Mr. Panzer. 


OPPOSITION TO BENTLEY AMENDMENT 


Mr. Panzer. Their only claim for nationalization arises from the 
fact of confiscation of their property. 

Under the Bentley amendment they have no claim and cannot 
a cent. 

I am here this morning for one purpose only, and that is to oppose 
the Bentley amendment. I don’t propose to take the time of the 
committee to repeat any of the arguments that have been made. | 
fully endorse the statements made opposing the Bentley amendment 
by Mr. Clay, Chairman Gillilland, Mr. Morton, and Congressmen 
Keogh and Multer, and this morning especially of Mr. Stevenson. | 
fully endorse the amendment submitted to your committee by Chair- 
man Gillilland last Friday. 

I think I might be helpful on one aspect, however, which seemed 
to have the attention of several members of the committee last week. 
That referred to the congressional debates. I followed those debates 
in the House of Representatives very closely. 


cet 


HOUSE ACTION ON THE BENTLEY AMENDMENT 


Senator Fulbright asked how the Bentley amendment came about 
and whether there was any testimony on it. Senator Humphrey 
asked whether the debate would not show that the House committee 
was perhaps not fully aware of the impact of what it was doing. 

The best statement on that is from the Congressional Record for 
June 23, 1955, pages 7786, and 7787, a statement of a member of the 
committee Mr. Wayne Hays. I would like to read briefly. 

Mr. Hays first makes it clear that he is addressing his remarks to 
the Senate. He wants the Senate to know how this came about. 
He says: 

Let me tell the circumstances under which this section made its appearance in 
the bill. When the bill came to both Houses, as recommended from the execu- 
tive branch, it had no cutoff date on nationalization claims * * * [That] was a 


considered judgment. I do not have to tell the House that I don’t always feel 
bound by the judgment of the administration, 
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| ne Says, 

i but you would expect, if a drastic change of this nature is made that there would 
be some basis for it in the testimony brought out in the hearings. And you would 
think that some persuasive reasons were put before the committee as to why the 
change should be made. The outstanding fact about this change is the fact that 
although we held long hearings, * * * not a single person suggested in the 
hearings the knocking out of nationalization claims. There is not a word to that 
effect in the hearings * * * there was no reason to think such a thing would be 
done * * * there was no reason to testify that it should not be done. The 
original provision appeared to be absolutely noncontroversial. 


Skipping— 


The present version made its first appearance in executive session. I think I 
can say without embarrassment as a member of the committee, that a considerable 
number of members were not present when this amendment came up to be voted 
on, and many of the committee members did!not fully appreciate the impact of what 
they were doing. Frankly, I did not realize the impact of this, because as the 
gentleman from Connecticut, Mr. Morano, pointed out, we did not begin to hear 
from these people in large number until after this was done. Many of us on the 
Committee on Foreign Affairs were not familiar with this legislation, particularly 
the newer members, and it was not until after this was passed that I personally 
began to realize what had happened. 


And now if I may refer to a statement submitted to your committee 
by Mr. Hays on Friday, he says there that he fully endorses this bill 
with one exception. That exception is the Bentley amendment. And 
he has this to say: 

The one aspect of that bill I oppose was not the subject of any testimony at our 
hearings and was not the subject of any informed deliberation by our committee. 

Skipping to the end, in answering a question that I think Senator 
Humphrey asked about why no vote was taken on this amendment, 
why no floor fight was made on this amendment, Mr. Hays says this: 
In concluding, let me say that the opposition to the Bentley amendment in the 
other Chamber is not a matter of politics. Within our committee, after we realized 
what we had done, both Democrats and Republicans were opposed to it and 
members of both parties spoke against it in debate. No floor fight was made 


against it simply because this is a complicated bill, and without adequate study 
| the kind of study you will give it— 


addressing himself to this committee 


. arguments and explanations can get pretty involved, a lot of Members would have 
to be educated fast, and there are always dangers in that situation. Rather than 
get into that, those of us who opposed the cutoff decided to tell this body the 
yy story and hope this body will remedy the situation. I sincerely hope you will 
ago so. 

{ : Senator MANSFIELD. Senator Barkley? 

y Senator BARKLEY. No questions. 

e : Senator MANSFIELD. Senator Aiken? 

Senator A1kEN. No questions. 

r Mr. Panzer. May I say one more thing, Mr. Chairman? 

e Senator MANSFIELD. Yes, Mr. Panzer. 

Mr. Panzer. I think it might be interesting to know that at the 

0 Rules Committee of the House, which I attended, Chairman Richards, 

t. the chairman of the Foreign Affairs Committee, clearly indicated his 
lack of support for the Bentley amendment and clearly disassociated 

in himself from it while presenting it as a committee bill. 

1- Senator Mansrietp. Thank you, Mr. Panzer. 

al The next witness will be Mr. Richard Schifter. 


Mr. Schifter. 
(The statement of Irving R. M. Panzer is as follows:) ° 
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MEMORANDUM SUBMITTED TO MEMBERS OF SENATE FOREIGN RELATIONS Com- 
MITTEE CONCERNING THE CUTOFF OF NATIONALIZATION CLAIMS 

The Senate Foreign Relations Committee will shortly consider the foreign 

claims bill, S. 1310, or its House-passed equivalent, H. R. 6382. This memo- 
randum deals with only one point in the bill—claims for nationalization of property 
by the three satellite Governments of Bulgaria, Hungary, and Rumania. 
As the bill came from the executive branch, and as it now stands in section 
217 (2) of S. 1310, nationalization claims shared equally with all other claims. 
That was and is the considered judgment of the executive branch. When the 
bill was considered in the House Foreign Affairs Committee, not a single person 
requested or even suggested that nationalization claims should be eliminated or 
subordinated, and the matter appeared to be noncontroversial; but in executive 
session an amendment inserted a cutoff date which eliminated virtually all 
nationalization claims. That amendment is now found in section 303 (2) of 
H. R. 6382. The original language read: ‘‘Pay effective compensation for the 
nationalization, compulsory liquidation, or other taking, prior to the effective 
date of this act * * *’ The cutoff amendment changed the underscored words 
to read: “prior to September 15, 1947.”’ It is conceded that the great bulk of 
nationalization claims arose subsequent to that date. Thus, by changing only 
a few words, nationalization claims have been—-without an opportunity to be 
heard—excluded from the House bill. 

Had it not been for a dramatic debate on the House floor when this bill came up 
on June 23, Senators might think that, despite the absence of any basis in the 
hearings for such a change, the House Foreign Affairs Committee had good 
reason for its action. But four members of that committee arose on the House 
floor to state their disturbed feelings at this cutoff procedure. The heart of the 
matter is stated in a speech by Wayne Hays of Ohio, pages 7786-7787 of the 
Congressional Record for June 23, in which he specifically addresses his remarks 
to the Senate Mr. Hays states that he wants the Senate to know that when 
the cutoff amendment was adopted in committee, many members were absent 
and many of those voting “did not fully appreciate the impact of what they 
were doing.”’ He frankly states that, “it was not until after this was passed 
that I personally began to realize what had happened.” 

Having warned the Senate that the cutoff date should not be accepted as an 
informed and knowledgeable action by the House, Mr. Hays then proceeds (top 
of p. 7787) in an unanswerable manner to analyze and refute the reasons put for- 
ward for excluding nationalization claims. He shows that all the arguments for 
the change stem from a fundamental misconception of the nature of the bill. 
That misconception is that all the claims of the various countries are pooled, and 
all the assets are pooled, and that there simply are not enough funds to pay more 
than a few cents on the dollar. He shows that this misconception resulted (in 
the committee report, H. Rept. No. 624) in lumping the Russian claims of $425 
million together with the satellite claims of $125 million, whereas, in reality, each 
country is separately treated. Mr. Hays demonstrates that on the basis of 
experience in settling the Yugoslav claims last year, there is every reasonable 
expectation that the satellite claims, including nationalization claims, can be 
paid in full or in major part. There is thus no valid reason for subordinating or 
excluding nationalization claims since, as Chairman Richards says on page 7775 
(bottom of first column) of the June 23 Record, the House committee did not 
take the position that war claims were more deserving than nationalization claims, 
or vice versa. 

The dramatic portion of the debate occurred on page 7787 of the Record when 
the author of the cutoff date learned, apparently for the first time, that there was 
no pooling of claims or assets. 

In addition to the devastating analysis made by Mr. Hays, the statements of 
two other Congressmen demonstrate why the cutoff date is without basis. Mr. 
Wainwright of New York, in remarks on page 7781, points out that this country 
has traditionally espoused nationalization claims of its nationals, that indeed this 
may lead to reducing the burden of foreign aid to the American taxpayer by en- 
couraging private investment in foreign countries. Mr. Multer of New York, on 
page 7789, takes up an argument much relied upon to justify the exclusion of 
nationalization claims. That argument (see p. 7779) is that in reality the cut off 
proponents are the friends of the nationalization claimants and do not wish to 
see them receive only partial satisfaction and then be forgotten by the State De- 
partment, which might then feel it was ‘‘off the hook.’’ Of course this argument 
stems from the “few cents on the dollar’? misconception, but Mr. Multer shows 
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that even in abstract theory the argument is incorrect because there is a specific 
section of the bill (see. 313 of H. R. 6382; sec. 223 of S. 1310) which expressly 
provides against such a contingency as to the unpaid portion of claims. 

The administration is opposed to the cutoff date, as was made clear in the 
House debate (p. 7781), and will undoubtedly so testify It might be instructive 
for Senators to know that Chairman Richards, testifying before the House Rules 
Committee, indicated his lack of sympathy for the cutoff date and pretty clearly 
dissociated himself from it while presenting it as a committee matter. 

The Senate should restore the original language as now contained in section 
217 (2) of S. 1310. 


STATEMENT OF RICHARD SCHIFTER, OF STRASSER, SPIEGELBERG, 
FRIED & FRANK, ATTORNEYS, WASHINGTON, D. C. 


Mr. Scurrrer. Mr. Chairman, my name is Richard Schifter. I am 
associated with the law firm of Strasser, Spiegelberg, Fried & Frank, 
of New York and Washington, D. C. 

We represent about 4 or 5 potential claimants in this bill. 

Senator MaNnsFIELD. Proceed, Mr. Schifter. 

Mr. Scurirrer. The purpose of my testimony is to present two 
specific proposals for amendment of this bill. They are of interest 
mainly with regard to claims against the funds of the Soviet satellites. 

My first proposal concerns a matter which was touched upon at the 
hearings last Friday, namely, the treatment of tax writeoffs under this 
bill. The matter was raised initially by Senator Aiken and then by 
Senator Humphrey. 

TAX WRITEOFFS 


As has been pointed out by the witnesses for the executive agencies, 
there will not be enough money available to pay all claimants against 
the Hungarian and Rumanian funds. Available funds will, therefore, 
have to be prorated in proportion to the size of the awards. In pro- 
viding for this proration, the bill, as now written, makes no allowance 
for the fact that some claimants might have reduced their losses sub- 
stantially through tax writeoffg while other less fortunate claimants 
might not have been able to do that, either because they are in a lower 
income bracket or because their current income as compared to their 
loss is too small. That is, including carrybacks and carryforwards 
they might not have a tax base large enough to be able to write their 
loss off. 

The result of the fact that this bill closes its eves to tax writeoffs is 
illustrated in a chart which I have put in my statement. We assume 
that two claimants, A and B, have sustained losses of $1 million each. 
We assume that claimant A, a corporation, was able to write its loss 
off while subject to a 52 percent tax rate, thus gaining a tax benefit of 
$520,000. Claimant B, however, was unable to write any portion of 
his loss off. 

Let us assume now that the Commission distributes 10 cents on each 
dollar awarded. As the bill now reads, A and B would each receive 
$100,000. A, to be sure, would have to pay a tax on that amount. 
Let us assume it is again 52 percent. He will, therefore, register a net 
gain of $48,000 as payment from the Commission, plus $520,000 in 
tax benefits for a total of $568,000 as against a total of $100,000 for 
claimant B. 

The result, therefore, would be that with claimant A and claimant B 
having exactly the same type of claim, $1 million each, one gets 
$568,000 in toto, and the other one only $100,000. 
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PROPOSAL TO SET-OFF TAX BENEFITS AGAINST AWARDS 


What I propose is that in making its payment under this bill, after 
an award has been entered, the amount which has been gotten by the 
claimant in tax benefits be set off against the amount to be paid so 
as to equalize the payments on that basis, and wherever possible a 
claimant with a tax writeoff and a claimant without a tax writeoff 
would end up with the same amount. This would not be true, of 
course, if the tax benefit was so large that the writeoff just cannot be 
set off and the claimant without the tax benefits would receive only 
a smaller amount. 


PROPOSAL WILL BE FAIR AND EQUITABLE 


| believe that this proposal will generally be considered fair and 
equitable. I have heard of only one objection to it, which seems to 
have been voiced by some persons in the executive agencies, namely, 
that it complicates matters. Admittedly an additional computation 
will be necessary. But tax experts have advised me that it will not 
be very difficult to make this computation. Claimants could be 
required to submit extracts from their income-tax returns to the 
Commission, and these extracts could be examined by the Internal 
Revenue Service on behalf of the Commission or an expert hired by the 
Commission. Chances are that not more than a dozen cases will 
require more than routine examination. Yet the fact that the tax 
benefits in these cases are taken into account will be of substantial 
benefit to hundreds of small claimants. The resultant gain in settling 
these claims fairly and justly will certainly outweigh the slight 
administrative inconvenience of the additional computations. 


PROPOSAL CONCERNING PROPERTY SEIZED BY RUSSIANS AND CONVEYED 
TO SATELLITE GOVERNMENTS 


My second proposal deals with a somewhat different problem. 
There is a handful of Americans who lost their property in the satellite 
countries through seizure by the Russian occupying authorities. |] 
have been advised by the State Department that these properties 
were subsequently turned over to the satellite governments. The 
terms under which the transfers were made are not known but are 
assumed to be long-term credits. 

I have inquired among officials of the executive departments whether 
anyone has thought of this class of cases when the bill was written. 
The answer which I received was that this problem had not occurred 
to anyone. 

The cases in this category may involve situations where American- 
owned German corporations in turn owned companies in the satellite 
countries. These companies were recognized as American by us and 
we protested against their seizure. The question in this case would 
be whether the fact that the property was initially taken by the 
Russians should be a bar to recovery. 

The bill as now written may very well recognize this group of 
claims. However, admittedly, no one had given the matter any 
thought when the bill was drafted. Therefore, as these problems 
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cannot be tested in the courts, it will be helpful if the Commission 
received some guidance on this point from Congress. 

As proposed by the executive agencies, the bill was designed to 
compensate all American owners of property for their losses in the 
satellite countries. Compensation would thus be paid for the various 
types of war losses, including destruction by our Air Force, destruction 
or looting by the Germans, the satellites or the Russians. If the 
property was preserved undamaged throughout the war but was then 
taken by the satellite governments, we would also pay compensation. 
If we thus pay for Russian looting and for satellite confiscation, it 
would certainly be reasonable that we also pay compensation if the 
Russians officially seize the property and then convey it to the satel- 
lites. Otherwise we would have carved out a single set of circum- 
stances which would not lead to compensation while all others would. 

As far as the international aspect of this problem is concerned, we 
may appropriately regard the satellites as purchasers of stolen 
property. They were certainly not purchasers in rood faith but 
purchasers with knowledge of the fact that the property was really 
American. 

Beyond that, we are here dealing with domestic legislation, in 
which Congress can make the rules according to what it considers 
fair and equitable. It is clear that if this small group of claimants 
were told that it cannot be compensated now, that it must direct its 
claims against Russia, it will never be compensated. In all fairness 
to these claimants they should have standing under this bill. 

(The tables appended to Mr. Schifter’s statement are as follows: 


Tables showing effect of proposed amendment to adjust for tax benefits 


ASSUMING 10 PERCENT DISTRIBUTION 


Result under bill as now Result under amend- 
written ment 

Claimant z 

A B A B 
Loss ae $1. 000. 000 $1, 000, 000 $1. 000, 000 $1, 000, 000 
POR De idies sda vogcda. i j ; 520, 000 0 520, 000 0 
10 percent distribution under bill_- ndgaa 100, 000 100, 000 0 100, 000 
4) Tax payable.....-....- = j — §2, 000 0 0 0 
Net gain under bill ‘ din = ; 48, 000 100, 000 0 100, 000 
(6) Total benefits received (1.2 plus 1.5)_...--.--- < 568, 000 100, 000 520, 000 100, 000 


ASSUMING 60 PERCENT DISTRIBUTION 


ae ; sis wiattaneiiainaatl ..| $1,000,000 | $1,000,000 | $1,000, 000 $1. 000, 000 
(2) Tax benefit......- bh cette idhduncdedas tsetse 520, 000 0 520, 000 | 0 
3) 60 percent distribution under bill--- mgaaten 600, 000 600, 000 | 80, 000 | 600, 000 
OD Te A oS iin Sin bd 56 4548 hatte pki > wire’ 312, 000 0 0 0 
(5) Net gain under bill____._- pee oe oo BEE ee tt the | 288, 000 | 600, 000 | 80, 000 | 600, 000 
(6) Total benefits received (1.2 plus 1.5)_..........-..- 808, 000 600, 000 600, 000 600, 000 





Senator MansFieLtD. Thank you, Mr. Schifter. 
Senator Aiken? 
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POSSIBILITY OF CLAIMANT, IN END RESULT, COLLECTING MORE THAN 
ACTUAL LOSS 


Senator Aiken. Mr. Schifter, why do you assume that the only 
tax benefit to a corporation sustaining loss would be the 52-percent 
tax! 

Mr. Scuirrer. As a matter of fact, sir, it may be much larger. If 
these companies sustained losses during wartime and if they did get 
into the excess-profits bracket, they would actually have gotten a 
benefit that would be substantially larger. And I might add, under 
the terms of the bill as now written, it is possible for a claimant to 
have collected more in the end than he actually lost. 

The way this would work would be as follows: For example, if we 
take the Bulgarian situation, if a loss was sustained in Bulgaria and 
written off during the war when excess profits rates were in effect, 
let us assume on a $1 million loss, $900,000 was written off. The 
person now gets $1 million back under this bill. Assuming, now, he 
would at best be only in the 52-percent bracket, he would pay $520,000 
under this bill at the present time, which would leave him with 
S4S8S0.000. 

Now, adding his tax benefit back in the war years of $900,000 to 
$480,000, he ends up with $1,380,000 on a $1 million loss. 

In other words, he gets $380,000 more back. 

Senator A1ikeN. Were you at the hearings last Friday? 

Mr. Scurrrer. Yes, sir. 


QUESTION OF DEPLETION ALLOWANCES 


Senator Arken. And did you hear my question—— 

Mr. Scuirrer. About the depletion allowance? 

Senator A1KEN. As it might relate to oil companies. If the oil 
companies sustained, say, a $1 million loss and then took the maximum 
writeoff for that, which I suspect would be about all of it, and 
maybe all of it, and then if they recover part of that, which I see you 
assume is subject to taxation—— 

Mr. Scuirrer. Yes, sir. 

Senator Aiken. Do you think that that amount, which would 
contribute to the profits of the company, would be subject to the 27% 
percent depletion allowance also? 

Mr. Scurrrer. I do not think so, sir. I am not a tax expert, but 
I do not believe—— 

Senator Aiken. Well, we have asked for an opinion on that, anyway. 

Mr. Scuirrer. What I would say, though, sir, is that under the 
tax laws it would be treated as income as of now. In other words, if 
the distribution were made in 1958 and the 52 percent rate was in 
effect then, all that the company would be required to pay is 52 percent 
as &@ Maximum, even though when it wrote it off it really got a 90- 
percent or 95-percent gain. 

Senator Arken. We will get further information on these points, I 
expect. 

Senator MANSFIELD. It is on the way up. 

Senator Arken. That is all, Mr. Chairman. 

Senator MansFie_p. Senator Barkley? 
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OBLIGATION TOWARD WAR DAMAGE AND NATIONALIZATION CLAIMANTS 


Senator BarRKLEY. | do not know that it matters under the present 
circumstances, but do you recognize any difference in the moral 
ol bligation of these countries toward these claimants as between 
claims based upon the nationalization of property, that is, the taking 
over and confiscation of it for national purposes, and the 
done to it as a result of war? 

Mr. Scuirrer. Well, sir, | was not prepared to testify on that 
point. I think there is a distinction under the treaty in that the 
United States was pe ‘rmitted under the treaty to seize ces property 
to pay claims then in existence, and the question is whi ‘the 
language is to be followed or not. 

Senator BarKk.ey. If the Government of the United States at 
the Congress of the United States are uae free to draw ny 
distinction at all under the treaty or otherwise, does it seem to you 
that where a government deliberately takes over property and con- 
fiscates it for national purposes, that there is a greater obligation 
upon that government than would be in the case of damage in which 
the government itself did not participate? 

Mr. Scutrrer. The obligation is upon the Hungarian Government 
or the Canadian Government to compensate Americans who had their 
property seized. As far as the treaty situation was concerned, the 
treaty was concluded in 1947, and the provision was made at the time 
that Hungary be held responsible for two-thirds of the war damage, 
and | think it should be pointed out that there is this distinction here, 
in that a war claimant does not get his full loss compensated, but 
only two-thirds of it, while a nationalization claimant under this bill 
would get everything. 

Senator BARKLEY. That is all. 

Senator MaNsFieLp. Thank you, Mr. Schifter. 

The next witness will be Mr. Robert H. Reiter. 

But in the meantime, Mr. Phillip Levy will be given the permission 
of the committee to file a statement which will be incorporated in the 
record. 

Mr. Levy, will you leave your statement with the reporter? 

Mr. Reiter, will you proceed. 
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STATEMENT OF ROBERT H,. REITER, OF SPAULDING, REITER & 
ROSE, ATTORNEYS, WASHINGTON, D. C. 


Mr. Rerrer. My name is Robert H. Reiter. I am a member of 
the law firm of Spaulding, Reiter & Rose, 1311 G Street NW., here 
in Washington. 

My remarks relate to three aspects of the legislation presently 
before the committee. First of all, a question as to the policy to 
be followed in applying satellite funds available; second, the serious 
problem of evidence relating to these satellite claims; and third, 
few comments relating to the Italian claims provision. 

First of all, in the House consideration and also thus far in testi- 
mony before this committee, a basic policy issue has arisen, and that is 
this: Given an insufficient amount of money to cover all possible 
claims against the satellites, is it better to pay a large proportion 
toward the claims of a relatively few people who have claims, or a 
relatively small proportion of the claims of a larger group? 
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OPPOSITION TO BENTLEY AMENDMENT 


It is submitted that Congress has in the past, in providing for 
claims of this general nature, very correctly recognized the impossi- 
bility of full compensation from funds which existed in the United 
States. It has followed the view of spreading its funds as far as is 
possible over as large as possible number of claimants. Three 
examples of this policy diversity as it relates to this legislation merit 
particular consideration, I believe. 

First of all, as previously discussed in detail before this committee, 
the bill reported out by the House committee introduced the concept 
under consideration in section 303 (2) which was not previously ex- 
pressed in the hearing, before the House committee, that the Septem- 
ber 15, 1947, cutoff date should be placed on nationalization claims 
In fact, the great bulk of the nationalizations occurred after that date, 
and I can see no proper basis for establishing such a cutoff, thereby 
denying relief to the great majority of the Americans who suffered 
losses at the hands of the satellite Communist governments. 


ELIGIBILITY PROVISIONS OF H. R. 63882 


Secondly, the House committee applied a rule on war damages unde1 
section 303 (1) of the bill that is before this committee, that citizenship 
by September 15, 1947 is a prerequisite to a claim, but made no such 
provision whatever with respect to section 303 (2) relating to nationali- 
zation, so that citizenship at the time of loss may be the rule applied 
here under one rule of international law. 

We are dealing here not with an international tribunal or strictly 
international legal situation, but with a Commission established do- 
mestically in the United States for the administration of funds in this 
country. The people most in need of assistance at the present time 
are generally those who were very largely in concentration camps dur- 
ing the war and who were unable to get here during that period and 
who were recognized under the treaties, as indicated by Mr. Rubin 
earlier, to be ehgible for compensation of their claims. 

If the rule of citizenship must be applied, it would seem that in the 
administration of these funds, the most liberal rule possible, in accord- 
ance with established standards of legislation, should be applied 
And for that reason it would seem to me that if there is any basis, a 
rule should be established for the payment of claims of Americans who 

Americans at the time of the effective date of this legislation. 


PROPOSAL TO INCLUDE AS CLAIMANTS AMERICANS HOLDING JUDGMENTS 
AND AWARDS OF INTERNATIONAL TRIBUNALS 


Third, a class of claimants which was left out of consideration, both 
under section 208, providing for debt claims against the satellites, and 
under section 303, is Americans holding judgments and awards of 
international tribunals. Exclusion of this class from consideration, it 
is submitted, is inequitable, and this question should be reexamined. 
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BELIEF THAT LIBERALIZED RULES OF EVIDENCE SHOULD BE APPLIED 
TO CLAIMS CASES 


In my second broad category, I would like to pose to the committee 
this problem. We have found it difficult, if not practically impos- 
sible, to obtain evidence as to the taking, value, the present title status 
of property, and other very material facts which occurred in the 
satellite countries. 

The State Department has attempted, insofar as it can, to facilitate 
obtaining these reports; but they have been compelled to rely very 
largely on the Communist governments themselves, with a notable 
lack of success. 

As I pointed out to the House committee on this same subject, the 
Commission itself will undoubtedly, if it has not already done so, be 
made aware of this problem by reason of the unavailability of docu- 
mentary evidence on this score, and I would suggest that it might be 
very helpful to the Commission in applying a liberalized rule of evi- 
dence in these cases if the committee in its report might give some 
recognition to this problem, which I can assure you is a very serious 
one, 

ITALIAN CLAIMS COVERAGE 


The last point that 1 wanted to bring up is something that I do not 
think has been gone into very much in detail, and that is the Itahan 
claims. I believe that here we have a class of claims which should 
certainly be provided for, due to the fact that the Italian Government 
agreed to establish, uncer the Lombardo agreement, a fund of $5 
million in the United States for payment of c Jaims of Americans which 
are not covered by the Italian Peace Treaty. 

In particular these claims would involve war damage claims to 
property as a result of the wartime activities with Italy occurring 
outside Italy, since the treaty provided only for claims in Italy. 

Secondly, it would provide for the payment of claims for personal 
injury, such as, for example, claims of American citizens who, having 
been caught in Italy, actively helped the underground forces fighting 
the Fascists and the Nazis and who were thereby injured, many 
in combat. 

Mention of this group was included in the House committee report, 
and I feel that the Italian claims are one class of claims which should 
certainly be granted relief under this legislation. 

Thank you. 

Senator MANSFIELD. Senator Aiken? 


ELIGIBILITY PROVISIONS 


Senator Aiken. What you are asking, Mr. Reiter, is that those 
people who were not citizens of the United States but citizens of some 
other country at the time the property was taken but have since be- 
come citizens of the United States, should be put on equal terms with 
those who were citizens of the United States at the time their property 
was either destroyed or nationalized; is that right? 

Mr. Rerrer. That would be my hope. I believe that as liberal a 
policy as possible should be followed in that respect, because I do not 
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feel that there is any international law principle which would need to 
be applied to the contrary. 

Senator Arken. That would apply to refugees who have come to 
the United States and become citizens since the war? 

Mr. Rerrer. Yes, that is correct. Those are the people who in 
my experience are the most greatly in need of assistance, those people 
who lost everything there during the war. 

Senator A1kEN. Should this bill be put on a basis of need or should 
it be put on a basis of citizenship at the time the property was de- 
stroyed? 

Mr. Rerrer. That is the issue that I referred to at the outset. 
There is that basic diversity, and I believe that since this committee 
and Congress are not bound by any rule of international law, it 
would be more equitable to apply a rule of humanity and make 
the relief to be granted as broad as possible. Particularly, as I say, 
in my experience, the people who came over latest and who are now 
citizens, the people who were in concentration camps during the war, 
are the people who are most greatly in need now. The people who 
arrived here before the war and have been here for years are generally 
much better established and much less in need of financial assistance. 
It is granted that there is not going to be enough money to go around. 
So I feel that an important consideration is where the need exists the 
most. 

Senator Arken. I[ think your recommendations are clear. 

Mr. Rerrer. Thank you. 

Senator AIKEN. That is all. 

Senator MANSFIELD. Senator Barkley? 

Senator Barkiey. No questions. 

Senator MANSFIELD. Senator Morse? 

Senator Morsz. No questions. 

Senator MANnsFreLp. Mr. Reiter, could you tell the committee how 
many people you represent? 

Mr. Rerrer. We have had inquiries from 30 or 40 people in the 
fields of satellite claims and the Italian claims, whom presumably we 
will represent if the legislation is enacted. 

Senator Mansrietp. Thank you, Mr. Reiter. 

The next witness will be Mr. E. Paul Yaselli. 

(No response.) 

Senator Mansrre.p. The next witness is Mr. David A. Avram. 

Proceed. 


STATEMENT OF DAVID A. AVRAM, ATTORNEY, NEW YORK, N. Y. 


Mr. Avram. Mr. Chairman and gentlemen, my name is David A. 
Avram. I am a member of the bar of New York, and am appearing 
on my own behalf, since I happen to be personally interested in this 
legislation. 

Senator Arken. You mean as a claimant, Mr. Avram? 

Mr. Avram. Pardon? 

Senator Arken. You are interested as a claimant? 

Mr. Avram. Yes. Well, I hope so. It depends upon the ultimate 
wording of this legislation. 
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PROPOSAL TO INCLUDE AS CLAIMANTS AMERICANS HOLDING JUDGMENTS 
AND AWARDS OF INTERNATIONAL TRIBUNALS 


I have asked for the privilege of appearing nere today in order to 
direct your attention, gentlemen, upon the omission of a whole 
category of claims which deserves the attention of this committee and 
of the Senate, namely, claims based on final judgments or on interna- 
tional awards rendered in favor of citizens of the United States against 
the governments enumerated in the bill which is before this commttee. 

In order to illustrate the type of claims to which I refer, | may be 
pé rmitted to outline the basic facts of the case in which I am interested, 

While still practicing law in Europe, | represented a client who 
had a claim for damages, international in character, resulting from the 
violation of several treaties, the Treaty of Versailles among them 
[ acted originally on a contingency basis. 

In March 1941, | was ¢ ympelled to emig ate rn orde! to escape 
persecution by the Axis government The case referred to was then 
close to its end but not vet finally disposed of by he international 
tribunal before which it was pending. 

After my departure from Europe a friend of mine secured from my 
client, in my favor, an irrevocable assignment of part of this claim in 
substitution for the original contingent-fee agreement 

Shortly thereafter the international mixed tribunal rendered ap 
award recognizing the claim involved and holding the defendant 
government to pay damages expressed in foreign currency. This 
award was final. It is owned, in part, by me. It was, as far as I could 
ascertain, never paid to any extent. 

Although I applied for a United States immigration visa in 1940 
and left Europe in 1941, I could not reach the United States until late 
in 1945. I became an American citizen and a member of the American 
bar in 1951. 

Thus, resuming, a citizen of the United States owns an interest in a 
final international award rendered against one of the governments 
considered in this bill. 

One would expect that the legislation before you would include this 
type of claims among those to which relief is now to be granted. 
The opposite is true. This whole category of claims is excluded as a 
so-called debt claim as well as a general claim. It is excluded on the 
following grounds: 

First, it is one against a government (sec. 208 (a) (1)). The ra- 
tionale of this provision is difficult to understand, to say the least, 
since governmental assets are practically the only ones which ars 
subject to vesting under this legislation. If debt claims against 
governments are excluded, what debt claims are admitted, since only 
claims against governments (corporations are actually nationalized) 
can be asserted at all? 


Second, the claim is expressed in a foreign currency. Section 208 
a) (2) excluded it for this very reason. Why should an American 


citizen be punished for the fact that his otherwise good claim is not 
‘xpressed in dollars? 

Third, the claim was not due and owing on October 9, 1940 (sec 
208 (a) (3)). Why should it be eliminated, since it has since been 
finally and fully adjudicated? 











96 FOREIGN CLAIMS SETTLEMENT COMMISSION 


Fourth, the claimant was not a citizen or a resident in December 
1941. He wanted to be a resident since 1940, and he then applied 
for an immigration visa. The delay in arriving was surely not his 
fault. It is difficult to understand why a citizen’s claim, based on 
an international award, should be ignored only by reason of the fact 
that the claimant arrived in the United States after an entirely arbi- 
trary date. 

H. R. 6382 not only excludes such claims as debt claims; it also 
excludes them as general claims. In effect, section 303, which defines 
and deals with general claims, provides for relief to war damage 
claims, to nationalization claims, even to mere contract claims. It 
does, however, not provide any relief whatsoever for claims based on 
final judgments, either national or international. Such different treat- 
ment of judgments held by American citizens is, I submit, exorbitant 
and difficult to defend. 


Senator Mansrietp. Mr. Avram, the rest of your statement will 
be made a part of the committee’s hearings. 

(The attached letter was subsequently submitted for inclusion in 
the record:) 

New York, N. Y., July 12, 1956. 
Hon. WatT=r F. Gzorax, 
United States Senate, Senate Office Building, 
Washington 25, D. C. 

DxyarR SENATOR Gzorc=: During the course of my testimony yesterday before 
the Senate Foreign Relations Committee on H. R. 6382, I orally suggested an 
amendment to provide for the judgment claim of a person now and for some time 
past an American national. I would like to submit specific language to achieve 
the result which I believe to be just. to be founded both on international law and 
practice and on regard for the equality of American citizens under our Constitu- 
tion. The amendment is as follows: 

“Sxc. 208. (a) Any property vested in the designee of the President pursuant 
to section 202 (a), or the net proceeds thereof, shall be equitably applied by such 
designee in accordance with this section to the payment of judgments adjudicated 
prior to January 1, 1955, and debts owed by the person who owned such property 
immediately prior to its vesting by such designee. * * *” 

It is my belief that judgments, in which the original claim has merged, are 
entitled to special consideration. Such consideration is basic not only in inter- 
national practice, but also in the constitutional requirement of full faith and 
credit. The practice of nations also contains a version, based on long experience, 
of the ‘‘full faith and credit’”’ requirement, and the judgment of a court of France, 
for example, will in general be given decisive weight on a matter within the 
competence of that court when such judgment becomes relevant in an American 
proceeding. 

The judgment in which I am particularly interested arose out of an arbitration 
proceeding begun in Europe, while I was still a legal practitioner there. In March 
1941, I was compelled to flee my native Rumania. The case to which I refer 
was then still pending before an arbitral tribunal in Switzerland. An assignment 
of a part of the claim was made to me, so that when, shortly thereafter, the claim 
was allowed, a portion of this final, nonappealable award of an impartial and 
neutral tribunal became in effect my property. No part of the judgment award 
has been paid. 

I was able to reach the United States only in 1945, and became a citizen in 1951. 

A judgment is entitled to special consideration, since it reflects the fact that 
an impartial judicial body has passed on the issue and has reached a final decision. 
I suggest that only such judgments as were obtained prior to January 1 of this 
year be considered, to eliminate any possibility of a rush of nonsubstantive 
lawsuits. 

It is, | believe, not appropriate that a final judgment, owned by a present citi- 
zen of the United States, should be denied validity. The various qualifying tests 
as to debts are without relevance. The provisions on section 208 (1) through 
(3), for example, bar a debt against a government. This is undoubtedly on the 
theory of sovereign immunity. But the judgment of which I speak was based 
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on an express submission of the government concerned to the jurisdiction of the 
arbitral tribunal, a waiver of immunity which clearly takes the judgment out of 
the category of ordinary debt claims. Moreover, the judgment of which 
| speak was expressed in a foreign currency; and it was based on claims which 
arose substantially before the outbreak of war. 

In short, the committee has before it a situation in which a tribunal of unques- 
tioned authority and impartiality has already passed on the claim in question. 
The debt has become merged in the judgment. The government against which 
the claim was asserted has waived its immunity and submitted to the authority 
of the tribunal. The judgment is held by an American citizen, and has been 
held by him since the award of the international arbitral tribunal. Judgments 
are, in the common internal and foreign relations practice of the United States, 
entitled to special status and respect. I respectfully ask the committee, therefore, 
to insert the phrase suggested in section 208 (a) of H. R. 6382. 

Should this course not appear to be possibie, 1 respectfully suggest that the 
committee consider amending section 303 (3) to include claims based on judgments 
rendered prior to January 1, 1955, and held since award by persons citizens of the 
United States as of the effective date of the pending legislation. 

\ copy of this letter has been sent to Dr. Francis Wilcox, staff director of the 
committee. 

Respectfully submitted, 

Davin AvRaAM. 

Senator Aiken? 

Senator A1kEN. No questions. 

Senator MansFreLp. Senator Barkley? 

Senator BARKLEY. No questions. 

Senator MAnsFIELD. Senator Morse? 

Senator Morse. He understands he can file the rest of his state- 
ment? 

Senator MANSFIELD. Yes. It is understood, of course, that all the 
witnesses can file their complete statements and they will be gone 
over thoroughly by the committee and the staff. 

Thank you, Mr. Avram. 

Senator MansFIeELD. Mr. Paul Neuberger. 


STATEMENT OF PAUL NEUBERGER, COUNSEL FOR THE BUL- 
GARIAN CLAIMS COMMITTEE, NEW YORK, N. Y. 


Mr. Nevspercer. Mr. Chairman and members of the committee, 
my name is Paul Neuberger. I am a practicing attorney in New 
York and member of the firm of Buchwald, Nadel & Hoffman. I 
used to be an attorney before the war in Yugoslavia for 18 years, and 
I am fully familiar with the background in Eastern European coun- 
tries, and I believe I can better understand all the circumstances 
which are relevant to this legislation. 


4 Senator MansFieLp. Mr. Neuberger, how many people do you 


represent? 

Mr. Neusercer. Speaking on behalf of the Bulgarian Claims Com- 
mittee, of which I am counsel, this Bulgarian Claims Committee has 
about 50 prospective claimants. 

Senator Mansrrevp. Thank you. 

Mr. Nevsercer. The Bulgarian Claims Committee submitted 
earlier an amendment to the foreign claims bill in the House of 
Representatives, and this bill just covers the point that Mr. Rubin 
brought up before this committee, and I would submit an amendment 
and would appreciate it if it can be included in the record. 

Senator MANSFIELD. So ordered. 


a TN. 
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Mr. Neupercer. I want to point out that up to now there was 
rather a restrictive tendency concerning eligibility of claimants, and 
that for this reason our committee found it necessary to call the 
attention of the honorable committee to certain aspects which were 
brought up already by earlier speakers like Mr. Stevenson and others 
but | want to give a few moments which would illustrate the injustic« 
of these restrictive matters which culminated in the amendment of 
Congressman Bentley. 

From the experience of thousands of claimants, this tendency 
should not be adopted in the Senate. . 


OPPOSITION TO BENTLEY AMENDMENT’ 


[ would like to bring up a few comments which would show why thx 
amendment which has been brought up and the argument which 
Congressman Bentley in his testimony has given were not justified. 

The situation is the following: The peace treaty—and I speak on 
behalf of the Bulgarian claimants and the situation in Bulgaria—the 
peace treaty settled finally all the pending questions, but it left open 
one question to require the country to adhere to the obligations which 
were assumed by this peace treaty. 

If the Bentley amendment would be accepted, then all nationaliza- 
tion and confiscation claims would be excluded, because as of Septem- 
ber 15, 1947, there were no confiscations and nationalizations, because 
all the laws were issued later. 

The war-damage claims would not refer to the bulk of claimants 
[ spoke in behalf of the claimants—they are small claimants—but 
would refer to a few larger companies, because according to the laws 
in Bulgaria, before the peace treaty there was, in accordance with the 
armistice, restoration of the property. 

Now, if this restoration of damages had not been complete, there 
would be this small remainder of claims which could be claims accord- 
ing to the present bill if the Bentley amendment is adopted. 

Senator Morse. Mr. Chairman, could I interrupt at that point? 
[ want to be sure I understand the witness. 

Senator MANSFIELD. Surely. 

Senator Morse. Do I understand that because of the cutofi«date 
of the Bentley amendment, which is a 1947 date— 

Mr. Neusercer. Yes, the peace-treaty date. 

Senator Morse. It will not benefit a large number of small claim- 
ants? 

Mr. Nevupercer. That is right. 

F Senator Morse. Because nationalization did not occur until after 
1947? 

Mr. Nevsercer. That is right. 

Senator Morse. And it is the small claimants that are sufferers 
from the nationalization. But the cutoff date would have the effect 
of benefiting some of the big claimants, like oil companies and 
industry? 

Mr. Nevspercer. That is right. I don’t refer especially to oil 
companies. I want to say that it would refer to those who can claim 
loss of profit or who can claim other losses, because they do not claim 


nationalization. The nationalization could be written off by tax 
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deductions, but loss of profit could not be written off as tax deduc- 
tions. and that could come under this law. 

Senator Morse. Let me finish my hypothetical, and I think you 
can answer it. 

My understanding is that the cutoff date will not be of benefit to 
the smaller claimants but will benefit a few large claimants, among 
whom are oil companies, as previously testified to, and if this com- 
mittee really wants to carry out what at least I, speaking for myself, 
thought was the spirit and the intent of this proposal, namely, to 
provide some relief for a large number of small claimants as well as 
big claimants, then the Bentley amendment must not be adopted. 
Is that the position of the witness? 

Mr. Nevpercer. It is the contention in the field that most of the 
claimants complain that there is a great deal of confusion concerning 
this cutoff date. 

I want to touch the legal] side of this problem. If one says that the 
pretreaty claims should be covered by the moneys which are provided 
in the treaty, as Mr. Rubin pointed out, that is also in error, because 
these claims are pretreaty claims; the nationalization claims are also 
pretreaty claims in certain respects because they represent violations 
of the peace treaty provisions. If these violations could not be 
repaired by diplomatic negotiations or by an act of the governments 
of the satellite countries, then certain measures have to be taken to 
compensate these people or to take a certain reprisal. 

This reprisal can be either from vested funds—lI believe if diplo- 
matic negotiations do not bring these results, then there would be no 
other way than from vested funds. 

Senator MANsFieLp. Thank you, Mr. Neuberger. 

Senator Aiken? 

Senator Arken. No questions. 

Mr. Neuspercer. May I be permitted to submit my statement for 
the record? 

Senator Mansrretp. Yes. The full statements of all witnesses 
will be made a part of the record. 

Mr. Nevserger. Thank you. 

(The prepared statement of Mr. Neuberger is as follows:) 


STATEMENT OF PavuL NEUBERG=R, COUNSEL FOR THE BULGARIAN CLAIMS 
COMMITTEE 


Mr. Chairman and members of the committee, my name is Paul Neuberger. 
I am an attorney practicing in the State of New York, and a member of the law 
firm of Hoffman, Buchwald, Nadel & Hoffman in New York City. I am counsel 
for the Bulgarian Claims Committee, 24 Beekman Street, New York, N. Y., and 
I have been and am counsel for the Committee for Protection of Claimants pur- 
suant to the United States-Yugoslav claims settlement I was an attorney in 
Yugoslavia for 18 years before the last war, and as I kept abreast during the war 
and after the war with the legislation and political situation in most of the coun- 
tries in Eastern Europe, I am fully familiar with the background and circumstances 
relevant to the legislative history of the present bill concerning the satellite 
countries. 

The Bulgarian Claims Committee submitted earlier amendments to the foreign 
claims bill before the Foreign Affairs Committee of the House of Representatives, 
and I am presenting a copy of these amendments to this honorable committee and 
respectfully request that these amendments be incorporated in the records. 

Guided by past experience with the adjudication of compensations for the 


Yugoslav claims, our committee felt that by acceptance of these amendments to 
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the present bill, the fear of injustice and discrimination among the bulk of the 
prospective claimants would be avoided. 

Up to now there was rather a tendency of restricting the eligibility of claimants, 
partly by interpretation of certain provisions of the respective laws, partly by a 
too-strict application of the principle requiring American citizenship at the time 
of loss. 

This tendency to restrict eligibility and to exclude the bulk of claimants from 
compensation with illusory promises to wait for later negotiations with the satellite 
countries, became again manifest in the amendment of Congressman Alvin M. 
Bentley, which was adopted in the House Foreign Affairs Committee simply be- 
cause many members were absent and as Congressman Hays of Ohio said on the 
floor because many of those who voted for the amendment ‘‘did not fully appre- 
ciate the impact of what they were doing”’ (see. pp. 7786 to 7787 of the Congres- 
sional Record for June 23 of the House of Representatives). 

Prompted by the fear of thousands of claimants that this tendency to restrict 
the eligibility of claimants could also be adopted in the Senate, perhaps because 
of lack of information concerning the true facts and the basic principles of the 
bill submitted by the executive branch, the Bulgarian Claims Committee will 
submit a brief memorandum which we respectfully request will be included in 
the record. 

We sincerely hope that our arguments will receive the proper attention of the 
members of this honorable committee before deciding the crucial issues concern- 
ing this legislation, which intended to correct the open violations of the peace 
treaties and the wrongs committed by the satellite countries. 

May I ask your indulgence in allowing me to touch upon, within the 10 minutes’ 
limit, two arguments which I feel should be called to the attention of this honor- 
able committee. 

I. With regard to subsection 2, article 303 of H. R. 6382, I wish to point out 
that the question of nationalization and confiscation in satellite countries should 
be considered in the light that all the acts and laws in this respect present manifest 
violations of the peace treaties, and that under article 25 of the Bulgarian Peace 
Treaty and the analagous articles in the Treaties with Romania and Hungary, 
the United States has the right to use the vested funds as it deems fit and has the 
right to place them in the general funds of the Treasury for free use. 

It should be emphasized that the violations of the peace treaties were continuous 
and extend up to the present time. 

As these violations could not be corrected by diplomatic negotiations, the 
United States Government had to resort to some kind of reprisals in this respect, 
and the only remaining remedy short of an action which could be considered an 
inimical act of our Government was to compensate the persons who suffered by the 
violation of the peace treaties from the funds which were finally vested by this law 
on the basis of the peace treaties. 

Any other measure taken by our Government except new diplomatic negotia- 
tions could perhaps jeopardize the negotiations conducted at the “meeting at the 
summit,’’ so much emphasized in the House report and by Congressman Bentley. 

With regards to this situation it becomes clear that until the date when this law 
becomes effective, the satellite countries always had the opportunity of complying 
with the provisions of the peace treaties, and not having done so up to date, they 
have violated the right of the United Nations nationals; namely those who 
according to article 23 of the Peace Treaty for Bulgaria have the right to com- 
pensation. 

It is therefore logical that they have the right which arises out of the peace 
treaties as long as the United States officially decides to remedy these violations 
of the peace treaties by the present bill. 

This is one point which shows why the amendment submitted by our committee 
should be adopted. The date when the measures taken by the satellite countries 
in violation of the peace treaties had been committed should not govern, but the 
date when the United States took the decision to carry out the reprisals to partly 
remedy the situation for those United Nations nationals who at this time happened 
to be citizens of the United States. 

Congressman Alvin M. Bentley by his amendment tried to exclude all national- 
ization and compensation claims by setting up a time limit of September 15, 1947, 
for these nationalizations, referring to the shortage of the available funds and to 
the arguments that only claims arising out of the war should be compensated on 
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the basis of the peace treaties. Further he contends that if compensation would 
be given from these vested funds, the nationalization claimants who would get 
ynly a small quota, would not be taken care of any more by the State Department, 
as it will be, as Congressman Bentley states “off the hook.”’ 

All these arguments are based on a misconception of the true facts. As it had 
been shown in the discussion on the floor of the House (see p. 7787 of the Record 
the proportion of the quota for each claimant against the satellite countries will 
even in the case that our amendments are being adopted be greater than it was for 
the Yugoslav claims, where an almost 90 percent quota had been adjudicated, 
although there were claims submitted in the amount of $149,344,249.70, against 
the available funds of $17 million. Weare enclosing a breakdown of the respective 
figures concerning the different countries, and respectfully request that it be 
included in the record. 

It is evident from the House report, page 4, section A, last paragraph, that ‘‘a 
claim which is not fully paid is not extinguished, the unsatisfied portion remains 
a claim against the appropriate foreign government”’ (see sec. 313 of the bill 
This provision certainly does not show that the State Department will be put 
“off the hook” with regard to further negotiations as to compensation of the 
balance. 

Why provide for the interest of a few only, when equity and justice should be 
done for all persons concerned. 

II. I wish to present one example which will clearly show the inconsistency of 
the argument upon which the Bentley amendment is based in distinguishing 
between pretreaty and posttreaty claims. The question arises, why subsection 3 
of article 303 (sec. 217 in 8. 1310) was inserted in the bill, stating that contracts 
concluded before the war should be compensated if not paid before September 
15, 1947. These claims certainly have nothing to do with the war and are not 
war claims. They certainly are not pretreaty claims, as on December 15, 1948, 
the Council of Foreign Bondholders and the League Loans Committee reached 
an agreement with the Bulgarian Government for payment of these bonds or 
the interest thereon. Naturally, on June 1, 1949, the report of these organizations 
stated that the Bulgarian Government failed to comply with the assumed 
obligations. 

Despite these facts, the text of the bill will authorize payments to such bond- 
holders for any amounts which were due up to September 15, 1947. In Bulgaria 
alone such bonds amount to over $16 million. It is notorious that the limitations 
of section 307 (sec. 219 in S. 1310) could be easily circumvented by speculators 
through appropriate statements procured in Europe. Therefore, it is possible 
that larger amounts could be claimed on the basis of subsection 3 of section 303 
(sec. 217 in S. 1310), than on the basis of subsection 2 of the same section, which 
latter subsection so much worried Congressman Bentley. 

Why was the House committee not apprehensive of this subsection 3 with 
regard to diluting the available funds? 

I am bringing this fact to the attention of this honorable committee because 
many of the prospective claimants who address their complaints to our committee 
interpreted this as an open tendency of excluding small claimants for the benefit 
of speculators and large corporations. They maintain that large corporations 
will claim damages for loss of profits only and not compensation for nationaliza- 
tion, which losses they have written off much earlier by tax deductions. 

Submitting these explanations and arguments to this honorable committee, 
we sincerely hope that the principles of justice and equity will be the guiding 
consideration in deciding the controversial provisions of the present bill and that 
the Senate will certainly correct the restrictions inserted by Congressman Bentley 
in subsection 3 in section 303, by restoring the original text of this section as 
proposed by the executive branch and that it will consider the extension of 
eligibility as submitted in the proposed amendment of the Bulgarian Claims 
Committee. 
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SENTATIV=S Britt TO AMEND THE INTERNATIONAL CLAIMS Se?TTL=EM=NT Act 


oF 1949, as AMENDED 
PRESENT TEXT 


Title Il, page 2, section 201, subsec- 
tion (5), reads as follows: 

‘‘Nationals of the United States’ 
include (A) persons who are citizens of 
the United States, and (B) persons, who, 
though not citizens of the United States, 
owe permanent allegiance to the United 
States. It does not include aliens.’ 


t 


Title Il, page 27, section 217, reads as 
follows: 

“The Commission is hereby author- 
ized and directed to receive and deter- 
mine in accordance with applicable 
substantive law, including international 
law, the validity and amounts of claims 
of nationals of the United States against 
the Governments of Bulgaria, Hungary 
and Rumania, or any of them * * *.” 

Title II, page 32, section 226, reads as 
follows: 

*‘The Commission shall complete its 
affairs in connection with the settlement 
of claims pursuant to this title not later 
than four years following the enactment 
of this title, or following the enactment 
of legislation making appropriations to 
the Commission for the payment of 
administrative expenses incurred in 
carrying out its functions under this 
title, whichever date is later: Provided, 
That nothing in this provision shall be 
construed to limit the life of the Com- 
mission, or its authority to act with 
respect to other categories of claims 
which may be effected under the 
provisions of this legislation.’ 


XT WITH PROPOSED AMENDME)D 


NT 


‘Nationals of the United States’ 
includes (A) persons who are citizens of 
the United States, (B) persons, who, 
though not citizens of the United States, 
owe permanent allegiance to the United 
States, and (C persons, who, in accord- 
ance with the treaties of peace defined in 
subsection (2) of this section, had been 
treated as enemy under the laws enforced 
in Butgaria, Hungary and Rumania 
during the war and whe, on the effective 
date of this act, were citizens of the 
United States. It does not include 
aliens.”’ 


Same, except the phrase “‘interna- 
tional law’’ to be stricken. 


‘The Commission shall complete its 
affairs in connection with the settlement 
of claims pursuant to this title not later 
than two years following the enactment 
of this title, or following the enactment 
of legislation making appropriations to 
the Commission for the payment of 
administrative expenses incurred it 
carrying out its functions under this 
title, whichever date is later: Provided, 
That nothing in this provision shall be 
construed to limit the life of the Com- 
mission, or its authority to act with 
respect to other categories of claims 
which may be effected under the pro- 
visions of this legislation.”’ 


COMMENTS 


i. The amendment proposed to title II, section 201 (5) is based on the Treaties 
of Peace with Bulgaria, Hungary, and Rumania signed at Paris on February 10, 
1947. For the purposes of the draft bill, these treaties should be considered as 
points of departure in the determination of the Congress as to the type and 


nature of compensation. 


The draft bill so provides, when in title II, section 


217 (1), reference is made to article 23 of the Treaty of Peace with Bulgaria, ar- 
ticles 26 and 27 of the Treaty of Peace with Hungary, and articles 24 and 25 of 


the Treaty of Peace with Rumania, which 


pensation for war claims. 


articles are set out as the basis of com- 


But these peace treaty articles also prov ide that eligible claimants shall in- 
clude “United Nations nationals’? which term includes (see art. 23 (8) of the 
Peace Treaty with Bulgaria, for example) all individuals, corporations, or asso- 


1 
a nemies. Yet the draft bill ould d 





under the laws enforced in Bulgaria during tl 


i laims eligibility to United States nationals, 


war, were treated 
art from the treaties of peace bv limit- 


i. €., persons who were citizens of 
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e United States at the time of the respective armistices with Bulg 1 1 
und Hungary 1944, 1945. The ly yuld lud 
United States citizens of Rumanian, , and Hungarian.origin, who were 

nited Nations nationals and theref recover under t reaties of 
eace, who found a haven in the ecal j United 
States after the armistices of lL‘ 1 persons ! ex- 

ided merely because they were not citizens of the United States at a time when 
were United Nations nationals. This would be an unwarranted application 
inapplicable principles of international law. The funds vested and to be vested 
should be made available not only for United States citizens who were citizens 





duing the war, but also for those who were victims of the war and covered by 





treaties of peace who are now citizens of the United States. It would con- 
stitute grave injustice and in violation of the spirit and letter of the treaties of 
ce to exclude these citizens of the United States merely because they acquired 
ed States citizenship after the war. 
The United States is free to devote these Bulgarian, Rumanian, and Hungariar 
funds to such purposes as it desires in the interests of justice and equity. 

The proposed amendment facilitates justice by liberalizing rather than harshly 
restricting the eligibility of those citizens of the United States who would be able 
to obtain some measure of redress. Thus the following provision in the Treaty 
vith Hungary (art. 29) is repeated in the Treaties with Bulgaria and Rumania: 

‘1. Each of the Allied and Associated Powers shall have the right to seize, re- 
tain, liquidate, or take any other action with respect to all property, rights and 
interests which at the coming into force of the present treaty are within its terri- 
tory and belong to Hungary or to Hungarian nationals, and to apply such property 
or the proceeds thereof to such purposes as it may desire, within the limits of its claim 

: and those of its nationals against Hungary or Hungarian nationals, including debts 

other than claims fully satisfied under other articles of the present treaty. All 
Hungarian property, or other proceeds thereof, in excess of the amount of such 
‘laims shall be returned.” [Italies supplied.] 

When the International Claims Settlement Act of 1949 was originally under 
consi¢eration, Senator Wiley proposei an amendment pursuant to which persons 
who, at the time their claims arose, were permanent residents of the United States 
and hai ce*lare? their intentions to become citizens, and who, prior to the effec- 
tive Cate of settlement, had acquired Unitel States citizenship (see S Rept. 
No. 800, 8ist Cong., Ist sess. on H. R. 4406) would be eligible as claimants in 











future claims programs with other countries. The Senate Committee on Foreign 
Relations and the Senate itself adoptel the amendment Unfortunately, as a 
result of conference action, the amendment did not become law. It should be- 


come law now. 
As the Senate revort shows, the Senate was impressed by the hardshin factor 


It fe 


t that, under the circumstances, an attemnpt to extend the traditional confines 





of proteztion was justified. It is sound policy to try to satisfy as large a group of 
American citizens as possible, although each claimant might receive only a small 
percentaze of his claim out of the suggested funds 
; 2. The language, “including international law,” in section 217 of the draft 
is, on the above basis, unnezessary, since it can overate only to retuce the 
bility of American citizens as claimants. The provisions of the treaties of peace, 
citel above, when aided to the phrase ‘‘anplicable substantive law’’ amnly provide 
rules of dezision for the Commission, The exrerience of the Commission in its 
| Yugoslav aljudications is that ‘‘international law,’’ in the main, was a basis for 





exclusion of claimants, American citizens who ha’ suffered economic loss, causing 
great hardshin and failure to compensate. The Bulgarian, Hungari: and 
tumanian claims, provided for in the draft bill, were not settled on the basis of 
diplomatic esvousal under international law. The restrictive features of ‘‘inter 
national law’’ are not here germane. 

3. It seems unjust and unnecessary to allow a 4-year period for the Commission 
to complete its work. It is common experience in claims matters that claims 
commissions take the maximum period allowed by Congress to complete their 
activities. The International Claims Commission set up by the International 
Claims Settlement Act of 1949, having an original 4-year period provided, ac- 
complished very little during the first 2 or 3 years, at the expense of the claimants’ 
funds (the administrative cost exceeded the amount awarded claimants), while 
more than 1,000 claims were adjudicated by the Foreign Claims Settlentent 
Commission within less than 1 year. The act, in fact, was amended to give the 
Commission an additional 9 months to complete the 4-year assignment. In 
addition, it is difficult, under present circumstances, to \ ize the possibility of 
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field staffs in Bulgaria, Rumania, Hungary, or the U. 8.8. R. which would neces 
tate the delays which field investigation achieved in Yugoslavia under the Yug: 
slav program. 

/xperience should induce the Congress to limit the time for adjudication to 
more than 2 years. 


Breakdown of estimated number of claims, amounis and funds available 


‘stimated Estimated Funds a 
Country umber total ofclaims able to | 
imants to be filed clain 


$3. 000. 00 
4,00C $125, 000, 000 }, OOO. 
voOu rr 


33, OO 
treaty 1947) Italian Government has 
of America the sum of $5,000,000 to 
ment of war claims (Lombardo Agree- 
nent 5, 000, 000 
g ia: The Russian claims arose out of World War I and the 
118 Ru in Revolutior 3,5 425, 000, 000 


! Government owned, $27 million 


With regard to the above, the Russian and Italian claims can, in no respect, be 
considered as a reason for restricting compensation for Bulgarian, Hungaria: 
and Rumanian claims, which have separate funds available to be distributed 
under peace treaty provisions different from the Russian and Italian claims 


Comparison with Yugoslav claims 


Amount of claims 


Funds available 
submitted Funds ; labl 


Yugoslavia $149, 344, 249. 70 $17, 000, 000. 00 $18, 817, 904. 89 
Bulgaria 

Hungary 125, 000, 000. 00 27, 000, 000. 00 

Rumania 7 


Senator MaNnsFieLp. You may sit down, Mr. Neuberger. Senator 
Morse? 

Senator Morsr. Thank you. I will not need the witness. 

A member of the staff has handed me a memorandum which I am 
delighted to read into the record. 

The Socony Vacuum Co., which would stand to benefit under the 
Bentley amendment, does not want the Bentley amendment, either, 
and has so informed the committee, pointing out, as I understand it, 
that some of these big companies have other claims that will arise 
perhaps in connection with other Jegislation all around the world, and 
does not seek to discriminate against these small claimants. 

I am very happy to put that in the record. I want the record to 
show that I want the big companies as well as the little fellows to get 
their share of the justice that is involved in the purpose of this bill, 
but I certainly am not going to support an arbitrary date here that 
has the effect of benefiting the big companies on the basis of the fact 
that nationalization for the most part did not take place until after 
the so-called cutoff date. 1 think it would be a gross injustice to follow 
that proposal. 

Senator Aiken. Mr. Chairman, I would like to state that according 
to the figures submitted the other day—lI do not have them here— 





FOREIGN CLAIMS SETTLEMENT COMMISSION 105 


vhether the cutoff date would benefit the big companies or not would 
epend on the country. 

Senator MANSFIELD. Yes. 

Senator AIKEN. As I recall it, in some countries apparently national- 
ization worked to the greater disadvantage of the larger companies 
than the war damage did. So I do not think you can lay down a 
blanket rule there. 

Senator Morse. I think the Senator is correct. But I will say 
that if it was true in just one country, that is one country too many, 
as far as I am concerned, and we ought to have a uniform prineiple 
here so that we will not have that effect in a single country. 

Senator MANsFIELD. That is correct. The committee will decide 
this matter on the basis of equity and justice. 

The next witness is Mr. Saul L. Sherman. 

Mr. Sherman, will you proceed. 


STATEMENT OF SAUL L. SHERMAN, OF LORD, DAY & LORD, 
ATTORNEYS, NEW YORK, N. Y. 


Mr. SHERMAN. Mr. Chairman, members of the committee, my 
name is Saul L. Sherman. I am an attorney and a member of the 
bar of the State of New York, and I practice with the firm of Lord, 
Day & Lord, which has offices both in New York and here in Wash- 
ington. 

We represent a number of claimants, 2 or 3, who are concerned with 
the particular problem which I wish to bring before the committee 
this morning. 

Our concern is with the Balkan claims rather than the Italian and 
the Russian, which are also covered in the bill, and in particular with 
the question of which claimants, rather than which categories of 
claims, are to be included. 


OPPOSITION TO BENTLEY AMENDMENT 


As to the question of the categories of claimants to be included, I 
will simply state that we are wholeheartedly in support of those who 
have spoken against the Bentley amendment and for the inclusion 
of postwar nationalization claims. 


PROPOSED EXTENSION CONCERNING ELIGIBILITY OF CLAIMANTS 


The bill as prepared and submitted by the executive in its original 
form defined American claims as being claims of people who were 
American citizens both at the time their claim arose and at the time 
of this act when it was passed. 

That principle, incidentally, is not spelled out in the bill. It 
appears more in the legislative history and is sort of implicit in the 
bill. 

Be that as it may, it is intended, I believe, to reflect a principle 
which has often but by no Means alway s been followed i in international 
law, and as Mr. Rubin indicated earlier here this morning, that prin- 
c iple has been subjected to a great many exceptions, particularly since 
the war, and among other places has been the subject of exceptions in 
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the satellite peace treaties, which are in the background of the pro 
posed legislation. 

In addition, I might mention that the House, as the committee 
aware, extended the coverage as to war damage claims in H. R. 6382. 
so that certain persons who were not citizens at the time their war 
damage claims arose or at the time of the armistice with the countr 
in question will nevertheless be included. | 

Likewise the Senate and this committee itself last time a simila; 
problem was before it in connection with the Yugoslav claims settle- 
ment took the position that claims should be received as American and 
accorded equal treatment with other American claims in instances 
where the claimant was not an American citizen at the time the clai 
arose. 

Now, with regard to the Yugoslav claims themselves, the commit- 
tee and the United States Government were bound by the terms of an 
executive ae between Yugoslavia and the United States which 
prevente i the broader coverage there, but this committee and the 
Senate spoke for an exte nsion to persons who were not citizens at the 
time their claims arose with respect to future claims settlements of 
which I a lieve this is the first since that day. 

I think nothing has been said yet at these hearings about the reason 
for that rule, and just a word on that might be in order. The purpos 
of the rule, as I understand it from the international law treatises, is 
to prevent people from shifting their nationality just so that they can 
recover by having a strong government submit their claims, and | 
submit to this committee that in moderate circumstances this is a 
rather unrealistic goat to be worrying about, particularly in view of 
the circumstances which brought many of the present potential claim- 
ants to this country. 

They are, I should like to emphasize, the people I am speaking for, 
American citizens today, and the only question is what must be the 
extent of their connection, if any, with the United States at the 
earlier date when their claims arose. 

Many possible relaxations have been suggested. I think it is even 
possible that this committee might leave a considerable degree of 
discretion to the Claims Commission, if you gentlemen should s 
desire, as to the exact scope of extension. I think a great ‘meaty 
people would be covered by a broader extension. The one I wish to 
propose to you now is a very narrow extension, and I believe covers a 
group which, regardless of whether others of lesser qualification are 
included, most certainly deserves favorable consideration. Perhaps 
it will be simplest if I distribute to members of the committee copies of 
the proposed amendment. 

The new matter which that amendment would introduce into the 
bill is in subsection (b), which is the last portion of it. In substance 
it covers, or would include in the coverage of the act, persons who meet 
the following four requirements: 

First of all, they must be citizens now or as of the effective date of 
the act. 

Secondly, they must have been residents in the United States when 
their claims arose. 

Then come two further requirements, which I think are the essence 
of this proposal. The first is that they must actively have aided the 
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cause of the Western Allies and the United States during World War II 
it risk of life and hberty. 

Second, they must have been the subject of personal decision or 
decree since the war entered by the Communist regimes in their 
respec tive former countries, confiscating their property or condemning 
them to death or imprisonment because of their affiliation with the 
United States. 

In short, gentlemen, we are asking here that the same treatment be 
accorded to those who are now American citizens who were friends 
and active, voluntary friends of the United States before they became 
citizens and who can show as evidence of that status both active 
efforts on our behalf during the war and as further evidence a decree 
of the Communist regime condemning them because they were friends 
of the United States. 

I may say as to the second that, as is well known, the Communist 
regimes frequently did not state their true motives for decrees. I 
think the proof of the reason for condemnation in particular cases 
would have to be a matter of proof that would satisfy the Commis- 
sion. It frequently will not appear on the face of the decree. 


MR. GEORGESCU’S CASE 


To illustrate the sort of person that we have in mind, I would like 
to mention briefly the story of one of the gentlemen that we repre- 
sent, a Mr. Georgescu, whose name will perhaps be familiar to some 
of you. I believe Senator Barkley had something to do with his case 
or part of his case, when he was seeking a few years ago to obtain the 
release from Rumania of his two sons who only last year finally were 
released through the efforts, in large part, of the Unite 1d States Govern- 
ment in recognition of his assistance in friendship in earlier days. 

Mr. Georgesct u has a most astounding story which I can only briefly 
sketch and which he would be glad to tell the committee here if the 
committee should be interested in hearing him in executive session. 

He was imprisoned in 1939 by the pro-German government in Ru- 
mania as a known democratic government sympathizer. While in 
prison and under a suspended sentence of death, he organized the 
Rumanian underground. From 1942 until 1944, from his prison cell, 
he was in direct communication by radio with allied headquarters in 
Cairo. 

From that prison cell and by that radio he negotiated the truce, or 
the armistice, rather, between the United States or the Western 
Allies, and Rumania, and thereupon succeeded with a small group 
under Prince Michael in taking over the Government of Rumania, 
concluding the armistice, turning the Rumania Army around and 
chasing the German armies out before the arrival of the Russians. 
He ther ‘reupon immediately organized an expedition which headed, in 
the midst of ail the fighting, for a known camp where 1,400 downed 
American airmen were held prisoners, and thereby rescued them from 
the oncoming Russian Army and sent them back to the United States, 
a service for which he has received many commendations and which 
earned for him for a period of approximately 10 days, I believe, al- 
though not an American citizen, the technical title of acting head of 
the American Air Force in Rumania. 
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I say to you gentlemen to exclude a person who has since come to the 
United States, is now an American citizen and has rendered thes 
services to the United States before that time, before the time hi 
acquired citizenship, would be an injustice. As Mr. Georgescu said 
to me the other day in discussing the presentation here: 

When I was sworn in with a group of others as an American citizen,— 
incidentally, he received his citizenship in recognition of his services 
under the terms of special legislation at the instance of the Govern 
ment 
the judge said to us, “You are now all American citizens and all entitled to all th: 
rights and privileges.” 

Senator MansFreLp. Senator Barkley? 

Senator BARKLEY. No. 

Senator MANsFIEeLD. Senator Aiken? 

Senator ArkEN. No questions. 

Senator MANSFIELD. Senator Morse? 

Senator Morse. Just one question, Mr. Chairman. 


CLAIMANTS’ CASES 


I am not clear as to why there must be a showing on the part of 
each individual claimant that they actually aided the cause of the 
Western Allies or the United States during World War II at the risk 
of their life and liberty, and that they were the subject of an order or 
decree of a Communist regime. As I say, I do not quite understand 
that, because when one is put in a concentration camp or somebody’s 


property is taken or nationalized, it is that act that we are seeking to 
provide the relief for. His property probably would not be confiscated 
or nationalized, or one put in a concentration camp, if he were sympa- 
thetic with a Communist regime. We can start with that premise. 
But why should we set up here an administrative procedure to go into 
the case history of each one of these people to determine what he 
did to meet the qualifications of actively aiding the cause of the 
Western Allies? 

They are American citizens now. Their property was taken by a 
Communist regime. They may be old women. What can they show 
they did? Some may be very old men. What can they show that 
they did other than that they did not go along, and because they did 
not go along, their property was confiscated? 

We have some great dramatic cases where they became active 
leaders in an underground. But saall we limit this just to the leaders 
in opposition, or are we going to recognize that what we are seeking to 
do is to provide a remedy here for people who were discriminated 
against by the Communist regimes, by confiscation of their property, 
and are now American citizens? Is that the only controlling fact 
you need to show? 

Mr. SHerRMAN. Senator Morse, I hope that I have not given the 
impression that we are seeking to exclude any of the very worthy 
people that you have just spoken of. We would be entirely pleased 
if the so-called requirement were American citizenship as of the date 
of this act, and any broader extension than this we certainly would be 
in favor of. I simply proposed this as being, as I would hke to sug- 
gest, an absolute, minimum extension beyond that proposed to cover 
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a group which it seems to me in any case certainly should be covered, 

nd we have every sympathy, and I may say, other clients who would 
be covered by further extension, and I do believe that that would be 
entirely sound. 

Senator Morse. I made the comment, Mr. Chairman, simply to 
point out that if you take this amendment, you are going into an 
interesting realm of administrative setup to establish this kind of 
proof. You can start here with a much clearer premise, namely, Was 
the property confiscated and nationalized and is the person now an 
American citizen? If so, it seems to me that that is the controlling 
fact, and you do not need an amendment. 

Senator MansFieLp. Thank you, Senator Morse. 

Mr. Leon F. Bergere. 

I will say to Mr. Sherman, your entire statement will be incorporated 
in the record. 

Mr. SHerMAN. Thank you. 

(The following statement was subsequently submitted by Mr. Sher- 
man for inclusion in the record:) 


SUPPLEMENTARY STATEMENT ON BEHALF OF VALERIU C. GEORGESCU, ET AL., 
JuLY 12, 1955 


This statement sets forth several points which the limitation of time made it 
npossible to present orally to the Committee. 

1. Postwar history of Mr. Georgescu 
In 1947, Mr. and Mrs. Georgescu came to the United States on an extended 
business trip. While they were here, the Communist regime tightened its hold 
in Rumania and newspaper denunciations of Mr. Georgescu as an American 
agent began to appear. (Mr. Georgescu had been among the first to warn Averill 
Harriman and members of the Allied Control Commission of the true intentions 
of the Communists in Eastern Europe.) Although desperately anxious to return 
to their two sons who had been left behind, Mr. and Mrs. Georgescu remained 
here, having been advised through the American Embassy in Bucharest that they 
would be arrested upon setting foot in Rumania. 

In February of 1948, a decree of the Communist regime withdrew Rumanian 
citizenship from Mr. and Mrs. Georgescu and confiscated all of their property. 
The known reason for the decree was Mr. Georgescu’s American affiliations. So 
thorough was the confiscation that clothing was literally taken from their children’s 
backs by the Rumanian Communist authorities. Mr. Georgescu immediately 
set about acquiring American citizenship. A private bill was accordingly intro- 
duced by Senator Ives on May 25, 1948 (8. 2744). This approach was abs andoned 
when it was discovered that the Executive was in a position to accord special 
treatment in this regard under special legislation already in force. By this means, 
Mr. and Mrs. Georgescu in 1950 received, by action of the Executive, in recogni- 
tion of their services to the United States, permanent resident status retroactive 
to the date of their actual entry into the United States in 1947. After the requisite 
5-year waiting period had elapsed, they obtained at the earliest possible time, in 
1952, American citizenship which they have held ever since. 

Shortly after Mr. Georgescu had become an American citizen, he was approached 
at his apartment in New York by a representative of the Rumanian Communist 
regime, who told him that if he wished to see his sons again he would have to work 
with the regime. Being the extraordinary man of principle and devotion to the 
democratic ideal that he is, Mr. Georgescu without hesitation rejected the demand, 
fully realizing that this action might cost his sons their lives, and stated simply 
that he was now an American citizen. He promptly reported the incident to the 
United States Government, which thereupon expelled the Rumanian “diplomat.” 
Through the intervention of the State Department and other agencies of the 
Government, Mr. Georgescu finally succeeded in obtaining the release of his 
children from Rumania in 1954. 


2. The State Department does not oppose extension of coverage 


In commenting for the State Department on the House amendment which 
extended the coverage of the bill as to war damage claims to include persons who 
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were not citizens at the date of the armistice, Mr. Morton very carefully refrained 
from opposing the change, which is closely analogous to the extension of coverag 
which we now seek in connection with expropriation and nationalization claims 
It is curious that while the State Department, which is the agency concerned vw it! 
poiicy in this field, did not oppose the extension of coverage, the Claims Commis- 
sion in its testimony before the committee spoke in opposition to the extension of 
coverage. It is submitted that the State Department is properly to be regarded 
as the voice of the administration on this question of policy. 


The proposed amendment would result in a very small increase in eligible claims 
While no 


exact figures are available, it seems clear that very few persons could 
meet t! 


e stringent requirements of the proposed amendment and that 2eccording]y 
the reduction in the recovery of other qualified claimants would be of the order 
of 2 to 4 percent at most. In any event, we submit that it is inappropriate to 
determine a question of principle, such as the present, in terms of the dollar cost. 


Mr. Georgescu should not be excluded on the ground that he had not forma 
declared his intention to become an American citizen prior to the date whe 
his property was taken 

One formula sometimes adopted, in place of the requirement of American 
nationality at the date the claim arose, is the requirement that the claimant must 
have formally declared his intention to become an American citizen (i. e., must 
have taken out first papers) before his claim arose. ‘The House adopted this test 
in extending the coverage as to war damage claims in section 303 (1). Mr. 
Georgescu, 2s indicated above, did not have first papers at the time his property 
was confiscated by the Communist government of Rumania. We submit that 
in the case of Mr. Georgescu and others who had proved their devotion to Western 
democracy in general and the United States in particular prior to the taking of 
their property, and who lost property or were made subject to other penalti: 
under the Communist regime because of their affiliation with the United States 
the requirement of a formal verbal declaration of intention to become American 
citizens is superfluous. To exclude those who have demonstrated their devotior 
to the United States by deeds, while admitting those who had indicated by mere 
words an intention to pledge allegiance in the future, would be a gross injustice. 

The injustice would be compounced, for it has Feen unnecessary since th: 
revision of the Nationality Act in 1952 to make a formal Ceclaration of intention 
before becoming naturalized. Thus, as to claims arising since 1952, a requirement 
of first parers for eligibility would introduce a fortuitous element and would 
bar otherwise eligible claimants merely because they did not go through the 
unnecessary formality of declaring their intention to seek American citizenship 
before they actually became eligible to do so. 

We submit that, at the very least, if the committee should adopt the first-papers 
test, the statute should be qualified to permit the Claims Commission to treat 
other acts of assistance or allegiance to the United States as being the equivalent 
of a verbal declaration of intention. 


Senator Mansrre._p. Proceed, Mr. Bergere. 


STATEMENT OF LEON F. BERGERE, NEW YORK 


Mr. Bercere. Mr. Chairman, honorable sirs, my name is Leon 
F. Bergere. I am an American citizen, resident of the State of New 
York. I have been a citizen since before and at all times subsequent 
to September 3, 1943, the date of the armistice with Italy. I mention 
that date because it is the date used in the Treaty of Peace with Italy 


as a test of the qualification of American nationals for claims against 
Italy. 


I wish to thank this committee for giving me the opportunity to 
speak with respect to section 304 of H. R. 6382. 

Initielly, I should state that I did not testify with respect to my 
claim before the House Foreign Affairs Committee only because I was 
not given, notice of the hearings before that committee. On January 
31, 1955, I received a letter from Congressman Richards, chairman of 
the Committee on Foreign Affairs of the House of Representatives, 
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referrmg to my letter of January 28 m which I had requested an 
opportunity to testify should hearings be held on any legislation 
relevant to the so-called Lombardo agreement of July 1947. Con- 
gressman Richards’ letter of January 31 indicated that it was probable 
that a proposal would be placed before the committee relevant to the 
Lombardo agreement during the present session and that I would be 
informed if and when the hearings are scheduled. I regret to say 
that undoubtedly because of an administrative oversight I was pot 
notified and had no opportunity, therefore, to appear. 


SUMMARY OF CLAIM 


| would like to briefly summarize my claim, which arises under the 
Treaty of Peace with Italy and the memorandum of understanding 
mentioned in section 304. This claim, though I firmly believe it to 
be recognized under the treaty and under the Lombardo agreement, 
is apparently excluded without justification under the terms of section 
304. 

In 1937, I emigrated to the United States and obtained my first 
papers for naturalization as an American citizen. I became affiliated 
with American film interests (Metro-Goldwyn-Mayer). I was very 
active in connection with the United States-Czech Trade Treaty of 
1938, the first such treaty in which United States motion pictures were 
given the right of import and distribution. This treaty served as a 
model for other treaties in the field of motion-picture rights. 

In 1938, after a great deal of difficulty, I obtained a license from the 
Czech Government, which was in effect a license for my life, to operate 
a motion-picture theater in Prague. This motion-picture theater was 
the most modern and one of the largest in Prague. It was designed 
to be a showcase for American films. It was located in a building, 
title to which was held by the General Insurance Co. of Trieste and 
Venice, an Italian company. After the theater was established, 
Czechoslovakia was occupied by Germany. In 1940, the General 
Insurance Co., under the pressure of its own Government, then il- 
legally terminated its contract and lease with me, deprived me of my 
properties, and caused me to lose my interest in the theater, consisting 
of physical assets, good will, and anticipated profits. 

Adequate evidence with respect both to my interest in this mot'on- 
picture business and its value and evidence as to the manner of my 
being dispossessed can and will be produced if I have a chance to 
present my claim to the Foreign Claims Settlement Commission. It 
would be inappropriate to go into the evidentiary material here. 
Suffice it to say that these are the facts and that I was injured as a 
result of hostility to a person who was an emigrant to the United States 
who had declared his intention to become an American citizen and 
who was very active in fostering American foreign commerce and 
trade. 

Now, at the time that the Treaty of Peace with Italy was concluded, 
I was clearly considered to be an American national whose claim 
against the Italian company which had injured me was recognized 
by the treaty. The treaty itself makes this perfectly clear. Article 79 
of the treaty gives to each of the allied and associated pow ers the right 
to seize and use all Italian property within its territory which be- 
longed “to Italy or to Italian nationals” and to apply such property or 
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its proceeds “‘to such purposes as it may desire, within the limits of 
its claims and those of its nationals against Italy or Italian nationals 
including debts, other than claims fully satisfied under other articles 
of the present treaty.’’ There is no definition of the phrase ‘‘its 
nationals” in article 79. Article 78, on the other hand, does indicat, 
what it meant by nationals of the United Nations who are to have 
claims against Italy. Paragraph 9 of article 78 requires that a perso: 

to be a national of a United Nations, have been a person who was a 
national of a United Nation when the treaty comes into force, provided 
that he also “had this status on September 3, 1943, the date of th: 
armistice with Italy.” 

Now, it is perfectly clear under thislanguage that had nothin; 
further been done the United States could have applied Italian assets 
in the United States to the claims of a person like myself, an American 
citizen both on September 3, 1947, when the Treaty came into effect 
The only requirement would have been that my claim not be one fully 
satisfied under other articles of the treaty. Since my claim arose out 
of Italian actions in Czechoslovakia, it clearly would qualify under 
this requirement. 

The United States, however, decided as a matter of postwar relations 
with Italy to try to wind up not only certain Italian obligations to the 
United States, arising largely out of American military expenditures 
for the benefit of the Italian population, but also matters involving 
alien property questions. The United States, therefore, entered into 
the negotiations which resulted in the Lombardo agreement—so-called 
from the name of Italian chief negotiator, which is the memorandum 
of understanding referred to in section 304 of the pending bill, which 
was signed in Washington on August 14, 1947. 

As indicated at the time in various statements and as clearly 
indicated in an article written in the Duke University publication, 
Law and Contemporary Problems, by Mr. Walter Surrey, deputy 
United States negotiator, the provisions of the memorandum of 
understanding were designed to substitute a fund of $5 million to be 
deposited by the Itlaian Government for the Italian assets in the 
United States which were subject to the provisions of article 79 of 
the treaty. There is no doubt whatsoever of this. 

Under article 79 the United States could retain the property of 
Italy and Italian nationals and apply it to the claims of the United 
States and American nationals against Italy and Italian nationals. 
The Lombardo agreement was designed to allow the Italian nationals 
to obtain return of their properties in the United States, but a fund 
was to be established sufficient to take care of those claims which 
would have been cognizable under article 79. The claims of a person 
like myself—that is, the claim of an American national against an 
Italian national arising out of actions taken outside of the physical 
borders of Italy—was clearly indicated to be covered by both the 
treaty and the fund established under the Lombardo agreement. And 
article II of the first memorandum, which makes up part of the Lom- 
bardo agreement, makes clear the $5 million to be paid by Italy was 
to be utilized— 
in such manner as the Government of the United States of America may deem 


appropriate, in application of the claims of United States nationals arising out of 
the war with Italy and not otherwise provided for. 
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Mr. Surrey’s article makes very clear that what was contemplated 
as merely a method of substituting a bulk settlement under the 

rms of which American nationals could deal with the United States 
Government for a claims system which would otherwise be compli- 
cated and cumbersome. The procedural advantages were the argu- 
ments in favor of the bulk settlement provided under the Lombardo 
agreement. It was never contemplated nor is there any word in the 
negotiating record or in the subsequent congressional history to indi- 
ate that it was intended to deprive American nationals of the right 
which they had to ask their Government under article 79 to apply 
the property of Italian nationals to the claims of American nationals 
iwainst either Italy or Italian nationals. 

The Lombardo agreement itself makes clear the tie-in between 
article 79 of the treaty and the $5 million fund. As above indicated, 
{ states that the United States shall apply the fund to such claims 
is it may deem appropriate. Its preface mentions the properties 
which have been blocked or vested because of an interest therein of 
‘Italy or Italian nationals’? and then speaks of the requirement 
of justice that funds be provided for ‘claims of American nationals.”’ 
Nowhere is there any indication that the claims of American nationals, 
as defined in the treaty itself, against Italian nationals, were not to 
be met out of the fund. And again, when the Lombardo agreement 
finds it necessary to define American nationals, it again does so in 
the language of the treaty—that is, persons who were nationals of 
the United States when the Lombardo agreement itself became 
effective, if they were also nationals of the United States either when 
their property was damaged or on September 3, 1943. I was and am 
in that category. 

It will be noted, finally, that article V1 of the memorandum of 
understanding makes any of the clauses of the treaty of peace to 
which the memorandum refers an integral part of the memorandum. 
The memorandum, of course, refers to article 79 of the treaty. 

I do not wish to overburden this committee with a lengthy recital 
of easily provable facts, but it is clear that during the committee 
hearings on the legislation to put the return provisions of the Lom- 
bardo agreement into effect, and during the debate on the floor, not 
one word was said to indicate that the claims of American nationals 
against Italian nationals, recognized under article 79 of the treaty, 
were adversely affected by the Lombardo agreement. On the con- 
trary, assurances were repeatedly given by those supporting the return 
legislation that the claims of all American nationals were being safe- 
guarded, and that such persons would be able to recover against the 
$5 million fund. In point of fact, I had discussed my own claim with 
several Members of the House of Representatives, who took a most 
sympathetic view, and who were in fact referring to my claim when 
they spoke on the floor. Consistently, the answer was that the claims 
of all American nationals were being protected. It was never sug- 
gested by anyone that claims recognized under article 79 were being 
excluded under the Lombardo agreement. 

My case presents, in addition, a situation in which I have not only 
not been protected by the United States (if I am excluded from par- 
ticipation under the Lombardo agreement) but in which I have been 
actively harmed by the Government’s action. The Italian Insurance 
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Co. had assets in New York. These were in the hands of the State 
insurance authorities, who were processing claims against these assets, 
including my claim, pursuant to an order of the Supreme Court of the 
State of New York. The Alien Property Custodian then vested the 
assets. My claim with the New York State authorities was thus 
defeated. I thereupon filed a claim with the Office of Alien Property 
But that Office, pursuant to the Lombardo agreement, then re- 
turned the assets to the Italian company. 

It may be suggested that I had my remedy by way of attachment 
In theory, that was the fact, and I did indeed proceed by way of 
attachment. But attachment is a very limited remedy, as those of 
vou gentlemen who are lawyers will know. My counsel informed 
me that I could not fulfill the procedural requirements—that 1 could 
not, in the brief time available, produce the necessary documentation, 
certification, et cetera. I stood likely to lose a very considerable 
sum—-which I in fact did not have—if a motion to dismiss the attach- 
ment, even on these procedural grounds, were sustained. I therefore 
had no recourse but to accept a voluntary dismissal, with, however, 
the assurance of the Italian*tompany that it would allow me to have 
the necessary documentary proof of my claim. 

| am thus here to ask that I be given the right—together with such 
others as may be in the same situation—to file my claim and have my 
evidence of injury assessed by the Foreign Claims Settlement Com- 
mission. 

There are, as I see it, two problems in the present draft: 

The present draft declares that the Commission shall act on 
claims 


in accordance with the memorandum of understanding and applicable substantive 
law, including international law * * *, 

\s I understand the agreement, the claim of a person who is con- 
sidered to be an American national under both the treaty and the 
Lombardo agreement—that is, a person who had American nationality 
when the armistice was signed, on September 3, 1943, and who is now 
an American national—would be an eligible claim. 

However, the report of the House Committee on Foreign Affairs 
seems to indicate that this phrase—“including international law’’—is 
to be given a significance which makes it contradict the plain terms of 
the re se the Lombardo agreement. That report (H. Rept. 624) 
says, at page 5, that 

damage claimant against Italy must have been a United States national 
iously since the time of his loss, 

Nothing in the agreement so says. This unwarranted conclusion 
flies in the face of the plain language of the treaty and the agreement, 
both of which define a national only in terms of the date September 
1943. 

SUGGESTED AMENDMENTS TO H. R. 6382 


I there ie respectfully request that the bill be amended so as to 
make clear that a person who was a national of the United States on 
Septe hs ‘r 3, 1943, and at the effective date of the treaty, and at the 
effective date of the Lombardo agreement, is an eligible claimant 
under s ction 304. Such amendment could be effected by inserting 
the phrase ‘who were nationals of the United States on September 3, 
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¢ 


ei 


1943, continuously to the effective date of this act” 
States”’ in line 19 on page 30 of the pending bill. 
The present draft admits only claims “against the Government 

Italy * * *”’. The treaty (art. 79) admits claims of American 

tionals against Italy or Italian nationals. The Lombardo agree- 

ent nowhere limits claims to claims against “the Gove rnment of 
Italy.” I therefore respectfully request that, in accordance with the 
plain intention of the negotiators, and the plain understanding of the 
Congress when it authorized the return of Italian assets, including 
issets of nationals, in return for the establishment of the $5 million 
fund, this language be amended by insertion of the words “or Italian 
nationals” after the word “Italy” in line 19 on page 30 of the pending 
bill 

[t should be pointed out that, aside from the equitable and legal 
matters which I have attempted to discuss, there is here no question 
of the adequacy of the funds. There are apparently few claims against 
the Government of Italy. The amount is adequate to take care of 
all American claims—as was clearly intended. There is no reason 
why a bona fide American claim, which would have been assertable 
against vested Italian assets in the United States, should be rejected. 
No one, it ought be repeated, will be injured by allowance of this 
legitimate American claim, which has been recognized in two inter- 
national documents—the treaty and the Lombardo agreement—and 
which is only now for the first time defeated in the pending legislation. 

Finally, I hope that this committee will specifically recognize, in its 
report, as does the peace treaty, that measures of sequestration, ouster, 
breaking of contracts and the like, which took place after September 1, 
1939, did in fact arise out of the war as much as those measures after 
December 7, 1941. The repudiation of my lease, the deprivation of 
my property, however much disguised, were in large measure attribu- 
table to the fact that I had emigrated to the United States, that I 
represented American business interests abroad, that I was active in 
promoting distribution of American motion pictures and newsreels in 
Central Europe, which showed the American way of life in contrast 
to the ways of our enemies, and that I was therefore considered, even 
before the outbreak of actual hostilities between the United States 
and Italy, as an enemy. Injuries thus suffered were intimately and 
directly connected with the war, and did arise out of it. 

The losses which I have suffered have been great. They represent 
the work of many years. They represent an effort to show the 
\merican way of life in central Europe. I believe that I am entitled 
to some recompense out of the funds which have been set up, and that 
this should not at this time be snatched away from me. I hope that 
this committee will give sympathetic consideration to my suggestions, 
and I thank the committee for giving me its time and attention. 

I would like permission to submit additional data, should it seem 
appropriate, consisting of such materials as quotations from the 
Congressional Record, et. cetera, in support of the statements which 
| have made. 

Senator Mansrietp. Thank you, Mr. Berger 

Senator Aiken? 

Senator ArkEn. No questions. 

Senator Mansrretp. Senator Morse? 


ter the word 
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EFFECT OF THE LOMBARDO AGREEMENT 


Senator Morse. One question. You were a citizen at the time of 
the Lombardo agreement? 

Mr. BrerGere. Yes, sir. 

Senator Morse. Is the effect, then, of the Lombardo agreement 
that our Government really discriminated against our own citizens 
when we, in effect, denied them recovery? 

Mr. Bercers. The effect of this bill would be—I suggested to the 
committee two amendments. One is because my claim did not arise 
against the Italian Government, but Italian nationals, so by excluding 
from the bill the wording ‘Italian nationals,” the effect would be to 
exclude me from the treaty, No. 1 and No. 2, by stating in the 
bill that I was not a national at the time the loss occurred, that would 
exclude me, too, which is contrary to the Lombardo agreement, where 
it said specifically that the qualification is the date September 3, 1943 

At that time I was a citizen of the United States. I had, as a 
matter of fact, emigrated to the United States and had my first 
papers before Il ever took possession of the theater. 

Senator Morse. Let me restate my question, Mr. Bergere. Is the 
effect of section 304 of the pending bill a modification of the Lombardo 
agreement, which modification discriminates against you? 

Mr. Bercere. Yes, sir. 

Senator Morse. That is all. 

Mr. Bercerre. Thank you. 

Senator Mansrietp. Thank you, Mr. Bergere. 

Mr. Bercrere. Thank you, Mr. Chairman. 

(The following excerpts were subsequently submitted by Mr. Bergere 
for inclusion in the record:) 


ATTACHMENT No. 1 


[Excerpt from Congressional Record, July 25, 1947] 

Page 10329: 

“Mr. Steran. Now I want to ask another question. A young man who told 
me that he is an American citizen claims he has a large claim which may be affected 
by this bill. He mentioned a large amount and stated he would be very happy to 
take one or two of those Liberty ships for this claim. Can the gentleman give 
ine some explanation of that? I do not know the details, but I want to help 
American citizens. I have no sympathy for our former enemies. The death of 
our soldiers in Italy is too fresh in my mind. I cannot forget that Italy fought 
against us. So I want to know now, before this bill is passed, whether or not 
American citizens are being protected. 

“Mr. Hinsnaw. American citizens certainly are being protected. They have 
the right, which they always had, to file their claims against the Italian Govern- 
ment and they are protected pursuant to a memorandum of agreement 

““Mr. Steran. Does the gentleman believe that this particular American citizen 
will be protected under this bill? 

“Mr. Hinsnaw. I do.” 

Also, page 10326: 

“Mr. Lopes. The agreement which is being negotiated provides for $5 million 
to cover all claims. The indications are that this sum will be more than twice the 
amount necessary to cover the claims. More than 2 years have elapsed since 
VE-Day and the amount of claims already received after due publicity in the 
Federal Register indicates that $5 million will be ample to cover the claims of 
American nationals.” 

Furthermore, page 10327: 

““Mr. Lover. A thorough examination of this Government’s policy with respect 
to three categories of claims reveals that the present legislation will not jeopardize 
the claimant’s position or the means which they may have to satisfy their claims 
I have considered if necessary to go into these questions with the appropriate 
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vernment agencies—State, Justice, Treasury—in order that I could” be certain 

at by taking this action we will not be injuring the rights of nationals. I am 

nly convinced that the results of my investigations fully substantiate the’con- 
sion that the enactment of this legislation will not prejudice the rights or claims 
hose Americans. 

“The second category of claims deals with the claims of American nationals 
vhich lie directly against the property which is to be returned or claims against 
the Italian owners of the property to be returned. The present legislation in and 
of itself assures that the claims of these American nationals will not be prejudiced.” 


ATTACHMENT No, 2 


Section 304, as amended, would read as follows (see p. 30, line 15, H. R. 6382 

‘‘Sec. 304. The Commission shall receive and determine, in dendadeaion with 
the Memorandum of Understanding and applicable substantive law, including 

ernational law, the validity and amount of claims of nationals of the United 
States who were nationals of the United States on September 3, 1943, and continuously 
to the effective date of this Act against [the government of] Italy or Jtalian nationals 
arising out of the war in which Italy was engaged from June 10, 1940, to Sep- 
tember 15, 1947, and with respect to which provision was not made in the treaty 
of peace with Italy.” [Deletions indicated by brackets; additions indicated by 
italic. } 

Section 313, as amended, would read (see p. 35, line 24, H. R. 6382): 

“Src. 313. Payme ont of any award made denies to maa 303, 804, or 305 
shall not * * * ete.’ 

In respect to the amendment of section 313, it would be a denial of justice to 
prevent an American national from availing himself of the right to the unsatisfied 
amount of his claim against either Italy or any other government or its nationals 
who may have been involved in the loss. 

As bill H. R. 6382 reads now, such right is clearly maintained against Hungary, 
Bulgaria, Rumania, and Russia, but it is not clearly stated in the case of Italy. 
Cherefore, the above amendments will serve for clarification. 

Senator Mansrietp. Mr. Henry Bernhardt. 

Is Mr. David Joffo in the room? 

(No response. ) 

Senator Mansriptp. Mr. David Joffo? 

Mr. Jorro. Yes. 

Senator MANsFIELD. We will not be able to hear you, Mr. Joffo, 
because we are trying to finish up by 12 o’clock. But you can have 
your statement inserted in the record, if you wish. 

Mr. Jorro. Well, 1 can make an oral statement. 

Senator MansFIELD. No. If you will put your statement. in the 
record, because these witnesses have been waiting here 

Mr. Jorro. Pardon me. 

Senator MANnsFreLtp. Then we will consider it. 

Mr. Bernhardt. 

Mr. Bernuarpt. Thank you, sir. 


STATEMENT OF HENRY R. BERNHARDT, REPRESENTING CARL 
MARKS & CO., NEW YORK, N. Y. 


Mr. Bernwarpt. My name is Henry R. Bernhardt. I am a native 
of Germany and a naturalized American citizen since 1943. I hold a 
law degree from the University of Freiburg and a degree of doctor 
. philosophy in political science from Fordham University in New 

York. Irepresent here the firm of Carl Marks & Co. , foreign secur- 
ities specialists, in New York, and nobody else. 

Senator MansFieLp. What was the name of that company? 

Mr. Bernuarprt. Carl Marks & Co., sir. 

Senator MansFre_p. How do you spell it? 
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Mr. Bernnarpt. That is a good question. I fully understand tl 
import of your question, Senator, C-a-r-] M-a-r-k-s. [Laughter] 
No relation. 


SECTION 307 OF H. R. 6382 


The firm of Carl Marks is known as a holder of Russian bonds, 
Czarist Russian bonds, and it has requested me to address myself, 
with the permission of the augue to section 307 of the pending 
bill which reads: 

The amount of any award made pursuant to this title based on a claim of a 
national of the United States other than the national of the United States to whon 
the claim originally accrued shall not exceed the amount of the actual consideration 
last paid therefor prior to January 1, 1953. 

In order to avoid an anticipated question, I would like to say that, 
according to the testimony given before this committee by Commis- 
sioner Henry Clay, the amount available for distribution on the 
Russian debt is about $9 million, whereas the claims so far known to 
the Commission amount to about $425 million, so that altogether, 
at. best, my firm would expect a distribution of 2 percent. 

We are limited, anyhow, by section 310 (c) to $1,000 because all its 
claims hate to be put together. 


ECONOMIC PRINCIPLES INVOLVED IN SECTION 307 


Now, I would like to address myself to the economic principle 
involved in section 307. Section 307 as it stands now penalizes the 
purchaser of a security who purchased the security at a price below 


par. Now, this seems to me a principle which is untenable considering 
freedom of contract in the purchase of securities. 

I think most people in this room will have bought securities at a 
pric e hoping that that security would go up sooner or later, and the 
price of a security at any given time is determined by the law of 
supply and demand. 

Now, at the time most of those bonds were purchased they were in 
default. As far as I know—lI have only been associated for a short 
time with the firm—those bonds were defaulted in 1919 or thereabouts, 
and it is, as I say, obvious that such a bond will command only a very 
nominal price, if any. 

Now, persons who had those bonds, who held those bonds originally, 
must have bought with the realization that they had made a bad 
investment, and they tried to dispense of that bad investment at the 
prevailing market price, the market price prevailing at that time. 

The purchaser in turn assumed the risk of that bad investment. 
He invested money; he invested his capital on the defaulted bonds 
for an indefinite period. He could not foresee, not even today, when 
or whether service of these bonds will be resumed, if ever. 

So even if, as there seems to be some expectation at the moment, 
the bonds are revived, the purchaser’s capital has lain fallow for a 
great number of years, I may say decades. If the principle involved 
in section 307 becomes the law of the land, it would endanger the 
negotiability of bonds im future instances. It might also cause the 
foreign government, which is the debtor of those bonds, to press for 
a reduction of its debt down to the level of the purchase price the 
individual holder had paid for the bonds in question. 
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I think it would be an undesirable result in general, and I repeat 

iat in testifying here I am not opposed for selfish reasons, or the firm, 

this legislation, but because of the fundamental question ey ‘presse d 
in section 307 as it stands now. 

There is a remark in the hearings before the House Foreign Affairs 
Committee which said—there are several remarks to that effect —that 
there should be safeguards embodied in this bill against unjust enrich- 
ment by speculators. 

Now, that of course, is a ticklish question for me to answer, as work- 
ing for a firm located in downtown New York, but the speculator, if 

ou may call him that, in general, would be a man who exploits 
economic atreas of a person and gives him less for his assets than the 
assets are actually worth. 

Now, in the case of a bond, let us say, a Russian eae bond, the 
seller acquired the equity of the bond at the prevailing market price 
through regular trade channels, and I do not think that this 3 Is a case 
of exploiting widows and orphans or doing something morally un- 
justified. Even the Johnson Act, which came out against trading 
in securities issued by governments which have defaulted from those 
securities, did not exclude trade in securities that had already been 
issued prior to the enactment of the Johnson Act. 

I think it might be said that in general it is an established principle 
that the holder of a bond or of another security is entitled to have 
embodied in the security the face value regardless of the consideration 
he paid for it. It is a general principle that, say, if I buy a piece of 
land cheap and it turns out that its value will increase greatly, I do 
not think this would be considered reprehensible speculation un x ‘SS 
it were done by exploiting the seller’s economic distress. And I think 
it is a general principle of our economic system that all persons dealing 
in things buy and sell as advantageously as they can in the law. 

Thank you. 

Senator MansFiELp. Thank you, Mr. Bernhardt. 

Senator Aiken? 

Senator Arken. No questions. 

Senator MANSFIELD. Senator Morse? 

Senator Morsr. No questions. 

Senator MansFieLp. Mr. Ben Blumenthal. 


STATEMENT OF BEN BLUMENTHAL, NEW YORK, N. Y. 


Mr. BLuMENTHAL. Gentlemen, I am an American-born citizen who 
stupidly or unfortunately invested a great deal of money in Europe, 
in Germany and amongst others we were talking about, and now in 
Hungary. 

I am in favor of the bill as passed by the House, which is prac- 
tically the bill that was presented last year as Senator Smith’s bill in 
the Senate, with two exceptions. The exceptions I will try to make 
as brief as possible and file a statement of it all. 


OPPOSITION TO PROVISIONS IN H. R. 6382 DEALING WITH TIME FOR FILING 
AND CERTIFYING CLAIMS 


In the first place, I consider the time limit of 1 year to file a claim 
as excessive, and 4 years to certify the claims as out of this world. 
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I am now 72 years old, going on to 73. If I have to wait 4 years fo: 
the adjudication of these claims, the money will not be worth any 
thing to me because | will not be able to enjoy it. 

Most claimants have been notified by the State Department as 
far back as 1948, when I was notified, to file our claims before August 
15. Now, if people who have had legitimate claims have had 7 years’ 
time in which to file their claims and if they have not filed them by 
now, they cannot have much of a claim. 

Therefore, | would suggest that in the period of 2 months from 
passing of the bill, the people should file their claims and adjudication 
and settlement within 1 year thereafter. That is point No. 1. 


ADVOCATING UTILIZATION OF PROPERTY SEIZED FROM NATURAL PERSONS 


Point 2. We have eliminated out of the bill the natural persons, th 
property seized from natural persons. I do not see the difference, why 
former enemies should receive their property back when the countries 
of which they were citizens have not paid Americans any of their 
claims. But eliminating specifically in Hungary—we have eliminated 
50 percent of the money ‘that was seized. Iam bringing to your atten- 
tion a correspondence which happened only a short while ago in which 
Mr. Adenauer of Germany talked about the poor unfortunate Germans 
whose property should not be taken. And some several columnists, 
amongst which were Mr. O’Donnell of the News, brought out an inter- 
view with our elder statesman, Mr. Bernard Baruch, in which it 
appeared that Mr. Baruch agreed that we should not confiscate any- 
body’s property. 

When I read this interview I wrote to Mr. Baruch a letter, which | 
am putting in the file—I do not want to read it at the present moment 
and take up your time—in which I said I could not understand his 
remarks; there must be some mistake; and are we Americans the for- 
gotten men? There are plenty of poor Americans who are suffering 
through the Germans, through the Hungarians, or the other satellites 

About a week later Mr. Baruch called me up and said that he was 
not correctly quoted and that he did not intend that to be the impres- 
sion. Thereupon I wrote Mr. Baruch a letter, since he was so widely 
known, and a column in the News stating such, that maybe his telling 
me he was misquoted would not have any effect, and I think he ought 
to call a news conference and state his position clearly, to which there 
was a letter that appeared in Mr. O’Donnell’s section of the News, in 
which Mr. Baruch states that he was not quoted correctly, that he is 
for the Americans receiving full hundred percent before anything was 
returned to the Germans or the other satellite countries. 

Then there is position No. 3. Our State Department—and I have 
written to the State Department for a period ever since the armistice, 
when American claimants are going to be satisfied. They informed 
me in 1948 to file my claim. I went over because my papers were 
with my lawyers in Budapest. I had to go and make a trip over 
there, and appeared before the American Ministry, and my lawyers 
filed a claim. Within 2 months Mr. Mack of the American Ministry 
informed me he did not know when a meeting of the Allied Board would 
meet; he could not see when in the foreseeable future it would happen. 
Therefore, I kept on corresponding with our State Department, 
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What is happening to our claims, when are we going to do something 
ibout it?” 

Finally, after 5 or 6 years of writing, I wrote to Mr. Dulles and 
received a letter from Mr. O’Connor about this thing. He was, I 
believe, Mr. Dulles’ adviser, or in his office, to which |] - 

Senator MANSFIELD. One minute. 

Mr. BLuMENTHAL. Have I only got 1 minute? I don’t think I 
ave had more than 5 minutes. 

Senator MansFIeLp. That is coming out of your time, too. 

Mr. BLUMENTHAL. I am sorry. 

I received a letter from Mr. O’Connor and then from Mr. Barbour, 
in which he explained that the $40 million which were given back to 
Hungary were for appeasement purposes and to stop communism. 

Senator MAaNnsFIELD. Thank you, Mr. Blumenthal. 

Mr. BLUMENTHAL. Sorry. 

Senator MANSFIELD. Senator Morse? 

Senator Morse. No questions. 

Senator MANsFIELD. That is all, Mr. Blumenthal. I wish you a 
long life. 

Mr. BLuMENTHAL. The way we are going on with that 


(The following statement, and attachments, were subsequently re- 
ceived for inclusion in the record:) 


STATEMENT ON H. R. 6382 By Mr. BEN BLUMENTHAL 


One of the major purposes of this bill is to marshal certain assets of the Soviet 
satellite countries of Hungary, Rumania, and Bulgaria for the purpose of using 
them to compensate American citizens with claims against these countries. 
These claims arise out of war damage sustained by American property in the 
satellite countries during World War II as well as certain losses incurred prior to 
September 15, 1947. It has now been proposed that the bill be expanded further 
to permit the filing of claims for losses sustained after that date as well. 

The most perplexing problem presented by this bill is how to deal fairly with 
the great excess of claims against the Hungarian and Rumanian funds over the 
amounts that will be available in these funds. I submit that the House Foreign 
Affairs Committee and the House of Representatives have dealt justly with that 
problem and that their definition of a recognized claim should be concurred in 
by the Senate. 

I am a native-born citizen of the United States. I invested a great sum in 
Hungary in 1920-21 when I bought the Comedy Theater in Budapest. There- 
ifter I spent a great deal of time and effort on the management and operation of 
the theater. 

During World War II my property was badly damaged. Later, in 1950, the 
Communist Government of Hungary took what was left of it by expropriation 
decree. 

I, therefore, have both a pretreaty and a posttreaty claim. I believe, however, 
that in considering this problem, pretreaty claims should be given priority for the 
simple reason that they are fully recognized under the terms of the treaties. 
Uncer our treaties with the satellite governments of September 15, 1947, we 
specifically arranged for compensating Americans who then had war damage or 
other claims against these governments. Under these same treaties, the satellite 
governments authorized us to seize their assets and the assets of their nationals in 
this country to satisfy those claims. H. R. 6382, as it passed the House of Repre- 
sentatives, therefore, follows the terms of the treaties in making the assets sur- 
rencered by the satellites available to persons having claims against these assets. 

As it is, there is no chance that the available assets wil! satisfy all pretreaty 
claimants in full. The claims are just too large and only a partial settlement can 
be achieved. Yet now it is proposed to water the available fund down still further 
by recognizing posttreaty claims as well. 

I submit that that would be a mistake, particularly in view of the possibility 
of a resumption of negotiations with Russia and its satellites. The House com- 
mittee, in its report, has quite correctly pointed out that a great opportunity for 
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atters will arise at the forthcoming Geneva Conference, known 
Meetir At th at meeting or certainly shortly thereafter the att 
ussians and their satellites should he called to the fact that may 
ve claims for unlawful confiscations. It would only muddy 1 
negotiations if the other side could come back and sav that we ha) 
he treaty language by taking some of the money made availal 
id used it to pay off posttreaty claims. Our position woul 
earer if we can say that these posttreaty claims open a n 
deserve to be compensated separately and in full. 
to turn to another problem raised by this bill. As I have al 
by far not enough Hungarian and ae money 
all claimants For example, the total amount 
by the treaty is $6,400,000. Pretreaty clair 
amount In fact, Congressman Bentley, why 
‘ House of Representatives, indicated the total of 
» about $78,900,000. 
mstances, | eannot understand why this bill does not make the 
i under the treaty available to American claimants. Instead. 
the Hungarian fund in half, from $6,400,000 to $3,400,00¢ 
xempting from vesting the assets of so-called natural perso: 
» treaty allows such vesting. 
matter between Hungarian owners and the Government at larg 
us act would be understandable. But this is a matter betwee 
tl foreign owners, on one hand, and American claimants on 
that the satellites have failed to live up to their obliga 
e available a fund to compensate Americans, why can’t w 
of that fact by using this money to pay off the American 
benefit it was specifically reserved by the treaties. 
egested that there is something improper about taking the prop- 
aliens in this manner. But a recent report of the American Bar 
explained at creat length that the actions of our Government in this 
been perfectly legal and proper and that we certainly may seiz 
ts in times of war. The propriety of this action should be unaues- 
here we use the money to pay off American claimants against these 
tries under the terms of a peace treaty. 
ad occasion to correspond on this point with our great elder statesman, Mr. 
ard ewes h. On August 17, 1954, Mr. O’Donnell of the New York Daily 
‘ws wrote a column quoting Mr. Baruch as favoring the returning of seized 
rman properties. On reading the column I wrote to Mr. Baruch. (A copy of 
letter is submitted with mv statement.) Shortly after that Mr. Baruct 
ephoned me and told me that he had not been quoted correctly, that he was 
deed in favor of paving American claimants before making any return to the 
nans. Mr. O'Donnell later published a correction from Mr. Baruch in his 
‘copy of which I am also submitting. 


also for many years corresponded with the State Department because 

ated Hungarian assets seized by our troops in Germany. The State 

De sat nent substantiated my contentions in a letter which I received from Mr. 
Walworth Barbour, which I submitted to the House Committee and which 


+ 


appears at page 141 of the House hearings. In that letter Mr. Barbour verifies 
the fact that in August 1946 the United States returned to Hungary monetary 
gold seized by our troops in Germany. This was worth close to $40 million 
Mr. Barbour also substantiates that other identifiable property was returned to 

Hungarians. I have been advised that that property was worth about $60 
million. All this was returned to the Hungarians without considering whether 
the Hungarians would fulfill their obligation to comnensate Americans. 

There is another point which I would like to make. Under our arrangement 
with Germany $100 million is to be made available by Germany for the satis- 
faction of American war claims. While this amount of $100 million is paid by 
the Germans, our Government, in turn, has forgiven the Germans a very large 
portion of their postwar debt. Thus, ultimately, the United States taxpayer 
really fo the bill for the satisfaction of war claims against Germany. The 
question that this raises is: Why is the American war-damage claimant against 
Germany to be treated cifferently from the American war-damage claimant against 
Hungary’ would seem far more logical that all be treated alike. This it 
indeed the recommendation which the War Claims Commission submitted to 
Congress in 1953, in a cocument published as House Document No. 67. What is 


proposed there is that the various funds be pooled and, if necessary, supplemented 
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general funds and that all legitimate war claims be paid off ou 
would indeed be a fair and just solution, which, I hope, will 
sommittee. 
ere is a final point which I want to add. It conc 
s are to be adjucicated. The bill allows 4 years for t 

| have now passed the age of threescore and ten. Many 


the same category. The question which I want to : 
lA 


we be expected to wait before we can finally have 

stment returned to us? American claimants against Hu 

rs ago to file their claims with the State Department. If they 
ly now, they will never have them ready. Why can’t these 
y the Commission and disposed of promptly, say within |] 
sion’s staff has enough experience now. The great 

iims, for example, was processed and decided within a 

ear after long years of nonaction. If the Commission vy 
vigorously, this entire program could be completed gq 
than is presently expected. 


\Vir. Bernard M, Barvuca, 
597 Madison Avenue, New York, N. Y. 

My Dear Mr. Barucn: I have read your interview 
New York Daily News of the 17th instant regardiz 
ermany. 

we Americans to consider treaty obligations a 

ut the unfortunate Americans who have had their p 

r, through so-called legal methods and what mon 
American claimants if these assets are returned. 

What about our treaty with Hungary which specif 

ngarian Government is obligated to indemnify 
and instead of doing so they nationalized American 

e American Government had already returned to H 
$100 million as confirmed to me by the State Department : 
have passed since the treaty was signed, nothing has been 
(American claimants, 

I would appreciate your views on this subject. 

I claim that the policy of being good to our former et is nothing but 
appeasement which our Government has been carrying on since armistice. 

I have invested in and been in business in Europe for almost 50 years and have 
een behind the iron country at least 6 times since armistice. I would like to 
xplain the unfortunate position in which our Government and b 
Senator Dirksen’s has put we American claimants. 

Do you think we should be the forgotten man? 

1 apologize for taking up your time, but in the interest of fair pl 
always two sides to every story. 

Respectfully yours, 


ills ' uch as 


ay there 1s 


Ben BLUMENTHAL. 
[Copy] 

Dear Mr. O’ Donne tt: In order that you may have a full understanding of 
my position in regard to German private property, let me repeat what I tried to 
say and what I hope I did say. 

I do not believe we should keep the private property of Germans that we seized 
But, of course, that means that the private property in Germany of American 
citizens should be restored. There always has been an excess of this property 

‘e and when the private property is restored, by whatever means the German 
Government sees fit to use, the seized or sequestered property in America should 
be returned to Germany. 

This means the property of those who were American citizens when the property 
was seized by Germany—not those who became American citizens after war 
was declared. 

While I feel a great horror at what was perpetrated upon the Jews and, indeed, 
other citizens of Germany, and have a deep sympathy for those who although 
left to live lost all their property, we can only give an expression of our feelings 
to them. Certainly we cannot use the private property to force Germany to make: 
restitution to her own citizens. 

Sincerely yours, 
BERNARD M. Barvucn 
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{Copy] 
DEPARTMENT OF STATE, 
Washington, May 8, 1953 
Mr. Ben BLUMENTHAL, 
New York, N. Y. 

My Dear Mr. BLUMENTHAL: Reference is made to your letter of April 11, 
1953, to Mr. O’Connor with further regard to your claims against the Hungarian 
Government arising out of war damage and measures of nationalization. 

The restitution of monetary gold to Hungary, referred to in your letter, was 
carried out in August 1946 pursuant to United States policies then in force, which 
looked toward the stabilization and rehabilitation of the Hungarian economy as a 
means of strengthening anti-Communist forces within Hungary and of fostering 
Hungarian national independence and the development of free institutions. 

All Nazi-looted property restituted to Hungary from the United States Zone 
of Germany after September 15, 1947, the date on which the treaty of peace 
entered into force, was property which came within the terms of article 30 of the 
treaty. The pertinent portions of that article areas follows: 

“1. From the coming into force of the present treaty, property in Germany of 
Hungary and of Hungarian nationals shall no longer be treated as enemy property 
and all restrictions based on such treatment shall be removed. 

‘2. Identifiable property of Hungary and of Hungarian nationals removed by 
force or duress from Hungarian territory to Germany by German forces or a 
thorities after January 20, 1945, shall be eligible for restitution. 

“3. The restoration and restitution of Hungarian property in Germany shall 
be effected in accordance with measures which will be determined by the powers 
in occupation of Germany.”’ 

The release of Mr. Robert A. Vogeler from imprisonment in Hungary affected 
the question of restitution only to the extent that it became the occasion for the 
resumption and completion of restitution deliveries to Hungary under article 30 
of the peace treaty, which deliveries had been suspended in the spring of 1948 
upon the expulsion of the Hungarian restitution mission from the United States 
Zone of Germany. Property returned to Hungary following Mr. Vogeler’s 
release consisted only of the remainder of Hungarian goods which previously had 
been found eligible for restitution and was of relatively small value. 

It is assumed, in regard to your statement that ‘‘during the past 7 years our 
Government permitted the banks to pay Hungarian nationals monthly amounts 
which have considerably depleted the blocked Hungarian assets here,’’ that you 
are referring to General Licenses 32 and 32A which permitted the transfer of up 
to $250 per month from each blocked account for the living expenses of the owner 
of such account. General License 32A was revoked on February 24, 1950 
Since that time only persons resident outside of countries of the Soviet orbit are 
permitted to receive remittances from blocked assets. 

These monthly payments were made only out of privately owned assets of 
nationals of Hungary, Bulgaria, and Rumania, were authorized for the purpose 
of enabling the owner to meet his living expenses and were limited in amount. 
Although it is true that the total of privately owned blocked Hungarian assets 
has been substantially reduced, this depletion has resulted not only from these 
monthly payments but also from the operation of Public Law 671 which pro- 
vided for the return of blocked property to owners who were United Nations 
nationals or who had been subject to political, religious, or racial persecution 
during World War II. Neither of these provisions, however, affected the total 
of blocked assets owned by the Hungarian Government, which remained intact 
except insofar as reduced by return of those categories of property specified in 
article 29 (5) of the treaty of peace. 

It is noted that you feel the United States Government, in making the monthly 
payments referred to above, “has paid out moneys which rightfully belong to 
American claimants.’’ As you know article 29 (1) of the treaty of peace stipulates 
certain conditions under which the United States may seize Hungarian blocked 
assets. Although the language of this. provision limits the amount which may 
be seized to the amount of the claims of the United States and United States 
nationals against Hungary, the purposes to which the United States may apply 
these assets do not appear to be so limited. It is also clear under accepted 
precedents of international law that there is no obligation upon the United 
States Government to apply blocked assets to the payment of American claimants. 

Nevertheless, you will recall from previous correspondence that the Depart- 
ment of State has been concerned at the failure of the Hungarian Government 
to honor its claims obligations to American claimants. Accordingly, the Depart- 
ment at present is recommending legislation which looks to the seizure of certain 
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itegories of these blocked assets and their application for the benefit of American 
laimants. However, decision on the purposes to which the assets, if seized, 

| be applied rests with the Congress. 

Your concern in this matter is fully understood and it is hoped that you will 

i the foregoing information helpful. 

Sincerely yours, 
WatwortHh BaRrspovur, 
Director, Office of Eastern European Affairs. 


[Copy] 
May 25, 19538. 
EE, 
\ir. WALWoRTH BARBOUR, 
Director, Office of Eastern Europe an Affairs 
Department of State, Washington 25, D. C. 
My Dear Mr. Barsovur: I acknowledge receipt of your communication of 
\Viay 8. The State Department has finally confirmed what I have written then 
he past several years. 
It seems to me that a treaty of peace should not be considered a “one-way 
eet.’”” Our Government has meticulously carried out all its obligations, but the 
her party (the Hungarian Government) simply ignores its obligati 
I trust that the proposed bill will be passed by this Congress before it adjourns 
und that we claimants may receive some token payment this year 
Sincerely yours, 


Ben BLUMENTHAL, 
Senator Mansrre_p. Mr. Downey and Mr. Richard Popovici. 


STATEMENT OF VINCENT P. DOWNEY, ATTORNEY, NEW YORK, 
N. Y.; ACCOMPANIED BY RICHARD POPOVICI, CLIENT 


Mr. Downey. Mr. Chairman, my name is Vincent Downey. I am 
an attorney practicing law in New York City and Washing rton, and 
| appear here on behalf of one of the little pe ople, Mr. Richard Popo- 
viel, who under the proposed bill will be very definitely prejudiced 
f it is passed in its present form. 

Our position, as so clearly, succinctly and ably stated by Senator 
Morse, is such that there is very little that I can add. 


OPPOSITION TO BENTLEY AMENDMENT 


We feel that under the bill as presented on July 1, 1954, S. 3698, 
t gave the type of protection that I believe Mr. Popovici is entitled 
to. In other words, he is one of those claimants whose claims should 
be entertained under the category of his property having been nation- 
alized at a date subsequent to the peace treaty. 

The peace treaty, as I recall, was in September of 1947. The nation- 
alization decree in Rumania was in June 1949. Here we have a 
period of approximately 7 months, and if this bill as it presently 
stands is allowed to go through, my client would be very seriously 
prejudiced by reason of that short period of time. 

It seems to me that this bill, in referring to nationalization claims, 
s a misnomer, for the reason that there were no nationalization claims 
as far as Rumania was concerned prior to the peace treaty. It was 

. defeated nation. We dictated the terms. It was only until the 
People’s Party came in subsequently and took over violen ly and 
otherwise the property of a United States subject that this situation 
arose, 

Now, it seems to me that over and above the token considerations 
and the token return that might be ultimately received by reason of 


65182—55——_9 
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this legislation, we should consider this more from the standpoint of 
a principle. The day will come when sanity returns to the world, 
that this man will attempt in some form or another, either by direct 
negotiation with the government or otherwise, to obtain full compen- 
sation, and I submit that for this legislation to be passed denying 
this man his right will put him in a very bad light at such later date 
when, for instance, they may come along and say, ‘‘ Your own govern- 
ment refused to give recognition to your right under legislation that 
was then passed at or about that time.” 

So I say we should get rid of this notion of a magic cutoff date such 
as the peace treaty, and give recognition, as was provided for in the 
Senate bill, up to the effective date of the act, and in that way | 
believe that the rights of the little people will be adequately protected. 

I repeat, in view of the fact that Senator Morse has so ably expressed 
our point of view, and also some of the other gentlemen appearing 
here, I see no need for taking up the time of the committee, and | 
would be very happy to share it with the gentleman who, I[ believe, 
follows me, and if any member of the committee would like to ask 
me or Mr. Popovici any questions, I am at your complete disposal 

Senator MansrizLp. Thank you, Mr. Downey. 

Senator Morse? 

Senator Morse. What is the total value of your claim? 

Mr. Downey. $175,000, sir. 

Senator Morsr. That is all. 

Senator Mansrretp. Thank you, Mr. Downey and Mr. Popovic 

(The prepared statement of Mr. Downey is as follows:) 


BRENNER, HANNAN, AND MURPBY, 
Yonkers 2, N. Y., June 14, 1955. 
Hon. WatTeR F. GErorGE, 
Foreign Relations Committee, 
Senate Office Building, Washington, D. C. 

Dear Senator GEORGE: This letter is addressed to you in your capacity 
as chairman of the Senate Foreign Relations Committee. I am acting on beh: 
of my client, Richard Popovici, an American subject whose property rights will 
be seriously impaired by reason of proposed legislation to be presented in t 
immediate future to your committee, or ‘to the Senate as a whole for acti 
The history of the pending bill is as follows, according to my understanding 

On July 1, 1954, there was introduced in the Senate (S. 3698) a bill to amend 
the International Claims Settlement Act of 1949 as amended, etec., the purpose of 
which in substance was to provide a measure of compensation to designated 
nationals for the destruction, nationalization or other form of expropriation of 
property by the respective Governments of Hungary, Bulgaria, and Rumania 
Claims under such category would be recognized if in fact they arose ‘‘prior to thx 
effective date of this act’’. Under such bill the rights and property interest of m) 
client would have been adequately protected. 

On May 19, 1955, there was introduced in the House of Representatives 
(H. R. 6382) a bill bearing the same title hereinabove referred to, wherein only 
those claims of United States nationals arising out of the nationalization com- 
pulsory liquidation or other taking, prior to September 15, 1947, of property by 
Bulgaria, Hungary and Rumania, would be recognized. Such date was the 
treaty of peace date between the United States and the aforesaid counties. 

The nationalization of property by the Government of Rumania occurred in 
June 1948. 

The rights of my client to assert a claim against blocked funds of Rumanian 
nationals in this country, and to participate in the equitable distribution thereof 
arose on such date. By virtue of the H. R. 6382 bill, passed in committee by a 
bare majority, these rights have been destroyed and unless some relief is granted 
by way of amendments to that bill, restoring the “nationalization claims’’ as 
originally provided for, a gross injustice will have been perpetrated. 
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Information coming to my attention though not legally substantiated, indicates 
that only giant corporations such as Standard Oil Co. of New Jersey will stand 

benefit. Under war damage claims they have already been provided consider- 
able relief taxwise. To permit or grant further advantages to this type of claim- 
ant under the existing bill seems completely unconscionable to me and other 
‘Jittle persons”’ similarly situated. ’ 

May I, therefore, respectfully request that you use your good offices to remedy 
this glaring injustice, and that if further hearings on the subject are to be con- 
ducted, an opportunity will be given me and/or my client to present further 

rgument, y 
With renewed assurances of my highest esteem, believe me, 
Respectfully yours, 
VINcENT P. Downey. 

Senator MansFreLp. The last witness—that bell means that the 
Senate is in session—is Mr. Glen A. Wilkinson. And I want to 
repeat that the statements which the witnesses have not had time to 
read before this committee will be incorporated and made a part of 
the record. 


STATEMENT OF GLEN A. WILKINSON, OF WILKINSON, BOYDEN, 
CRAGUN & BARKER, ATTORNEYS, WASHINGTON, D. C, 


Mr. Witxrnson. Mr. Chairman, members of the committee, my 
name is Glen A. Wilkinson. Iam a member of the Bar of the District 
of Columbia. 

| represent one claimant with claims against Rumania and Hungary 
approximating, according to his estimates, $900,000 or $1 million. [ 
have characterized him in my statement as a middle-class claimant. 
He is a man now 67 who was born in Austria-Hungary, and came to 
the United States as a young man and settled in California, served in 
our Armed Forces in the First World War, returned to the Balkans 
and became a fairly successful businessman. His property was taken 
in 1941 and 1948. 

I wish to address myself to two objectives which I want to call to 
the attention of the committee. 


\ SECOND PRIORITY FOR ‘‘MIDDLE-CLASS’’ CLAIMANTS RECOMMENDED 


The first is aimed at the situation which has had some discussion 
which arises from the fact that some large corporate claimants in the 
United States have had the advantage of substantial tax writeoffs. 

On the contrary, a claimant like Mr. Perry, who was entirely wiped 
out by the seizure of his property, has not had the use of the money 
in the intervening years nor has he had an opportunity to avail himself 
of tax writeoffs. 

You will note on page 3 of my statement I have attempted to ap- 
proach this from one angle by creating a second priority under the 
bill. There is, as you know, a $1,000 priority now which I think is a 
laudable approach. I think, so that smaller or middleclass claimants 
may be able to realize something on their claims, the committee might 
give consideration to adoption of a second priority. 


POSSIBILITY OF CONSIDERING TAX WRITEOFFS 


As an alternative to that, I associate myself with the comments 
made by Mr. Schifter respecting the possibility of taking into consider- 
ation the tax writeoff of the larger United States corporate claimants, 
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| have attempted to set forth, starting on page 3 and continuing 
to page 5 of my statement, an example which would arise from 
$2 million loss by a large corporate claimant in 1940 and 1941, wher 
vou will sce tax berefits in 1941 as lerge as 91 percent to be claimed 
by the corporate applicant. 


UTILIZING ASSETS OF NATURAL PERSONS RECOMMENDED 


There is only one other point I wish to make. The bill as drafted 
limits th . funds to be paid into the claims pools to assets of govern- 
ments and corpora tioi is of the Balkan countries. 

There was some discussion before the House committee, I believe 
on the question whether the assets of individuals of those countries 
should be utilized to build up these pools. In Rumania, I think the 
difference would be $7 million or $8 million, and in Hungary it would 
be approximate ly 50 percent. 

Now, the only objection to including the property of individuals of 
those countries, so far as I know, is the objection interposed by the 
State Department to the effect that it would damage our country 
carrying out our foreign relations. 

Now, | am frank to say that there may be perfectly legitimate 
reasons for that stand, but I should like to request that the committee 
in executive session examine closely the representatives of the State 
Department to determine whether that position is valid. 

As I seo it, it is something like this: If we fail to utilize the funds of 
individu. |s of those countries, I do not see how we can make payments 
to those persons behind the Iron Curtain and be assured that those 
individuals are going to reap the benefits of those repayments. If they 
do, I think the stand would be justified, but I do not think it can be 
done. 

[ want to call the attention of the committee to H. R. 6730, which 
is now pending before Congress, and which involves German assets 
That bill, as I understand, provides for return of $10,000 to individuals 
provided those individuals are not behind the Iron Curtain. And | 
respectfully request that the committee give careful consideration to 
the possibility of adding to the pools payable to justified claimants 
the amounts formerly and now belonging to nationals of the countries 
involved 

thank you. 
Senator Mansrietp. Thank you, Mr. Wilkinson. 
Senator Morse? 


QUESTION OF TAX WRITEOFFS 


Senator Morsr. One question. I was not here, Mr. Wilkinson, 
when Mr. Schifter testified. So that I may clearly understand this, 
part of your argument is that we could have X, which is a going ¢ orpo- 
ration operating in countries behind the Iron Curtain and elsewhere in 
the world, as well as in our own country, and it lost some holdings as a 
result of the action of a Communist satellite country. Your argument 
is that it has been able to take a tax writeoff on that loss in filing its 
tax returns in this country? 

Mr. Wiikinson. Yes, sir. They would be United States corpora- 
tions filing tax returns with the Treasury Department. 
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Senator Morsg. So to the extent of that writeoff, the American 
eople have already paid part of that bill, have they not? 

\ir. Wrikinson. Yes, sir. 

Senator Morsr. But the little fellow is completely wiped 
What tax loss has he been able to take? 

Mr. Wiixrnson. None, sir. That is precisely the situation with 
\ client. 

Senator Morse. And is your argument that therefore if a company 
as had some tax benefit by way of a writeoff, that ought to be taken 
into account before it is allowed to take any payment under the Com- 

ission until at least percentagewise a payment to the little fellow has 
irst been made? 

Mr. Wiixrnson. Yes, sir; that is it. 

Senator Morsg. I would like to suggest respectfully, Mr. Chairman, 
hat the staff get busy and give me some argument in rebuttal of th: at. 
If that is not justice, then I do not know what the word “justice 


i 


spells. 

Senator MANsFrEeLD. I am sure the staff will look into it, Senator. 
Thank you, Mr. Wilkinson. 

\ir. Witkinson. Thank : 

The prepared statement of Mr. Wilkinson is as follows:) 


\TEMENT OF GLEN A. WILKINSON BEFORE THE Si E COMMITTE! 
FOREIGN RELATIONS ON H. R. 


My name is Glen A. Wilkinson. I am a lawyer practicing in Washingto 

ber of the firm of Wilkinson, Boyden, Cragun & Barker. I appear on beh: 

Nicholas B. Perry. 

Nicholas B. Perry was born in Austria-Hungary in 1888. He came to the 

nited States asa young man. He worked and studied in re Chicag 

1 Detroit and established his own company in California in 1915. He became a 
United States citizen in 1916. He volunteered for military duty with the United 
States Air Service in World War I, was honorably discharged and has been granted 
permanent and total disability by the Veterans’ Administration. 

In 1921 Mr. Perry went to Transylvania where he invested his savings amount- 

to approximately $80,000 in a business. By 1928 he was able to invest the 

juivalent of $162,000 in suitable industrial land for a large factory at Cluj 
During the 1930’s he was able to invest savings in gold treasury notes and bonds 
of Switzerland, Great Britain, France, and Germany, in an amount approximating 
$700,000. By the Vienna arbitration of August 28, 1940, the northern part of 
Transylvania, including Cluj (Kolozavar), was awarded to Hungary He 
realized this meant seizure of his industrial properties, and he consulted with 
Mr. Gunther, the American Minister to Rumania. Neither Mr. Gunther, nor 
the American Minister to Hungary was able to help him and he was finally able 
to leave Rumania, early in 1941, but without compensation for his industrial 
properties or gold notes or bonds. 

Mr. Perry returned to the United States as quickly as possible. Since 

he has been employed only spasmodically at compensation insufficient 
meet his living expenses. A small nest egg accumulated in American bank 
long since disappeared and he has been waiting patiently for some resolution 
his claims against Hungary and Rumania, the latter country having requisitione 
his substantial private home for occupancy by a member of the Presidium of 
Rumanian Popular Republic in 1948. 

Mr. Perry might be classed as a middle-class claimant. He estimates that he 
suffered losses approximating $800,000 in Rumania and $100,000 in Hy eee: 
His losses deprived him of virtually all of his property and future income. He 
had no income in an amount which would allow him to deduct any of his losses for 
ine —. tax purposes. 

R. 6382 as passed by the House provides for payment of $1, 000 or less for 
eac th award justified for that amount or less. Beyond that point, all ¢ ne are to 
share pro rata in the undisbursed amounts. This means that if the balance, in 
Rumanian funds, for example, is adequate to pay 5 percent of the ard claims 
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above $1,000, and assuming Mr. Perry can prove the maximum he claims, 
would reeeive an additional $44,950. In contrast a corporate claimant with a 
$20 million claim would receive an additional payment of $999,950. I sub 
that the House bill is just in providing priority in payment of $1,000 claims, |} 
I thir k there should be a second priority for the benefit of middle-class claima 
with claims between $1,000 and $500,000. This priority would be at the expe 
of large corporate claimants but it is believed that the tax benefits enjoyed by 
latter group justify this additional preference. 
[his proposal could be achieved by a simple amendment, renumbering subs 
of section 310 (A) as subsection (5) and substituting the following 
j 
yment in the amount of $500,000 on account of the principal of each av 
than $500,000 in amount made pursuant to section 303, 304, or 


an even more justifiable ap proac h arises from the fact that large « 
ants have been able to achieve substantial reduction in corpo 
surtax and excess-profits taxes. To illustrate this let us take a hyp 
cast Let us assume a United States corporation, owned entirely 
f United States, which is engaged in the oil industry on such a s 
property worth $1 million in 1940 and the same amount in 1! 
ise it lost a total of $2 million in its foreign properties or accout 
mean that its shareholders in total lost, say, twice what Mr. Perry k 
would overlook the tax situation, whi h was a very real one for su 
poration 
When a revenue act in 1940 included the first excess-profits tax for the 
ts upper bracket—known to have been reached, for instance, by many 
the bracket of total Federal income and excess-profits taxes of 
corporation would total 74 percent.! That is, there was a normal tax of 
percent, and a tax on excess-profits net income of 50 percent. And sine: 
whole $1 million lost in that year is deductible,? the corporat ion saves $760,000 
taxes which otherwise it would pay. 

In 1941, when the additional $1 million was lost, the normal tax and sur 
combined had increased to 31 percent, and the top-bracket excess-profits tax 
had become 60 percent—a total of 91 percent In that year, its loss of the foreig 
properties would be deductible, and it would save taxes otherwise payable to a 
total of $910,000.34 

In other words, a corporation which suffered the loss of $2 million worth of 
property abroad in these circumstances bore a real loss, after the handsome casl 

nal and excess-profits taxes, of only one-sixth of the amount of 
erry bore every cent of his loss; he has not had the use of five-sixt 
that proper’) over the 11 intervening years. 
his might be achieved by an amendment such as this: 
o section 310 (A) to read as follows: 
iding the preceding provisions of this subsection, no awa 
iny amount which has been taken as a loss for Federal 
ate income-tay purposes ve 
above approaches would result in a more equitable allocatior 
] 


offer one additional suggestion. The bill as it stands provid 


property owned by the Balkan countries and corporations of t 
hibits the vesting of property owned by natural perso 
pproach is supported by the State Department on the 


itilize funds belonging to natural persons, some of whom ma 
d helpful to the United States. This sounds unimpressive wher 
whether it is possible that such property may be returned to 
the rightful owners or whether such property may be utilized by 
s of the countries concerned. The State Department’s attitude ma; 
if it is possible to effect the return of this property to the rightful 
owners not its retention in blocked accounts constitutes a continuing and 
costly administrative problem for the United States. 
It is « - the it the C ongress is atte mpting to obtain the greatest possible pay- 
ments for 1 nit d States claimants. I submit that this committee should consid 


“his ignores the differing rates in the lower brackets 
For a loss of property in 1940 or at any time before declaration of war, it is deductible in the year lost, 
» apart from sec. 127, Internal Revenue Code. Eugene Houdry, 7 T. C. 666, 668-9 (1946). Otherwise, 
was seized after declaration of war with this country, in which event it must be taken as of December 
war was declared. See sec. 127,1. R. C., and Abraham Albert Andriesse, 12 T. C. 907. 
years commencing with 1942, the excess-profits tax alone amounted to 90 percent (1943 and later 
was subject to a limitation on all taxes, 80 percent 


} 
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is source, a source which, in the Balkan countries, would appear to offer 
litional 7 or 8 million dollars for distribution among United States tlaimants. 
has been done before (German War Claims Act of 1928; Public Law 122, 70th 
yng.) 


Senator Mansrietp. Mr. Joffo, I understand you have a very 
rief statement. 


STATEMENT OF DAVID PAUL JOFFO, FLINT, MICH. 


Mr. Jorro. Mr. Chairman and gentlemen of the committee, I 
espectfully request that an amendment be attached to the bill now 
inder consideration, that consideration be given to the claims of 
\merican citizens who invested in Latvia on the same ground as the 
ill presently under consideration. 

[ reserve the privilege to amplify on my request and to place before 
he committee a written statement covering the gist of my claim. 
Documents substantiating my claim will be at the disposal of the 
ommittee. 

Senator MansFie_p. Without objection, it is so ordered. 

Thank you, Mr. Joffo. 

(Mr. Joffo subsequently submitted the following statement for in- 
lusion in the record:) 


STATEMENT BY Davip Patvt Jorro, Fuunt, Micu., oN AMENDING THE INTER- 
NATIONAL CLAIMS SETTLEMENT Act oF 1949, H. R. 6382 


In extension of my statement before your committee at hearings upon the subject 
, H. R. 6382, on July 11, 1955, and in accordance with your invitation (o do so, 
[ herewith wish to reemphasize my previous statement of the justice due American 
itizens who invested their moneys in Latvia, in the same measure and for the same 
asons as it is accorded the other panes an citizens who invested in the countries 
amed in the bill H. R. 6382. I therefore reiterate my respectfully submitted to 
ur committee request that an amendment be tacked to the above bill to inelude 
itvia and that. out of the frozen funds of that country American investors like 
vself be reimbursed. 
I would make the following brief statement regarding my own investment in 
Latvia during the time it was an independent country. 
In July (or thereabouts) 1938, I entered into an agreement ith the then 
resident of Latvia, as a result of which I invested the sum of $300,000 in Latvian 
lustry, with a view of larger investments in industrial developments and in 
ddition to it I deposited the sum of $40,000 in the Latvian Government bank to 
held there. The agreement called for a 6 percent minimum payment on the 
yneys in the banks in Latvia and my fiscal agent in Latvia, the Ziemelu Banka, 
dertook to carry out that agreement. However, o y h arger im, $300,000 
as the only sum used whenever promising investments were to be made. 
yng these investments, plywood was the principal iten 
One of the features of my agreement with the head of the state of Latvia was 
at he would in turn cause that business be done with r country and funds 
leposited in our banks and to thus serve as a sufficient curity for my stated 
nvestment and other i stments which were contemplated in t ourse of time. 
This was done and to the | vest of my knowledge such security was still on deposit 
| the banks in our country when Latvia ceas ed to exist as an independent nation. 
After a tim e the Latvian Government entered into a mutual defense treaty with 
the U. . R. which caused me to instruct my fiscal agent in Latvia, the Ziemelu 
Beas that my holdings there be converted into cash and held in the bank with 
interest agreed on. In the course of time I asked that my funds be transferred to 
a New York bank, whereupon I was informed by the Ziemelu Banka that due to 
foreign exchange restrictive regulations this could not be done 
Sometime thereafter World War II brought an end to my business in 
with Latvia, and there is where the matter rests. 
Substantiation of my claim rests upon voluminous documentati: 
which is available when and if required. 


Senator Mansrretp. Mr. Levy. 
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STATEMENT OF PHILIP LEVY, ATTORNEY, WASHINGTON, D. ¢ 


Mr. Levy. Mr. Chairman, if I may just submit a statement 
please. My name is Philip Levy. Iam an attorney in Washingtor 
D.C. Lam counsel for the Socony Mobil Oil Co. in satellite claims 
matters 

The company has already submitted a statement which is in t} 
hands of the staff, by its president, Mr. B. Brewster Jennings, no 
chairman of its board of directors. 

In general, the statement supports the views of the executiy: 
branch that were presented here, for adjudication of nationalizatior 
claims down to the effective date of the act, if otherwise valid und 
international law. 

I have a brief additional statement on the tax problem. 

Senator MansrisLp. Mr. Levy, make it brief, because we shoul 
have been out of here. 


QUESTION OF TAX WRITEOFFS 


Mr. Levy. Yes, sir. 


On the tax problem, which I will simply summarize and submi 
for the record. 


A company which has taken a war-loss deduction pursuant to the 
act of Congress in that regard is responsible under the same act fo 
the payment of taxes on the recovery, under a formula which is 
prescribed. To the extent that it saved taxes in the deduction year, 
it must pay a tax, under the formula, in the recovery year. 

Senator Morss. But only on the amount it recovers. 


Mr. Levy. Or above that. 

Sir? 

Senator Morse. Only on the amount that it recovers. 

Mr. Levy. Yes, sir. 

Senator Morse. But it does not pay an additional cent of tax on the 
total amount that it was benefited in the first instance. To wit, if a 
company, we will say, gets a $1 million tax deduction because of a loss 
and collects $5,000 under this Commission, it is going to pay the tax 
on $5,000 but not on the $1 million of loss it has already deducted. 

Mr. Levy. Senator, the amount of deduction is limited to the tax 
basis, not the full value of the property. 

Senator Morse. But it is related to the amount of the recovery. 

Senator MANsFreLp. I might say, Senator, that the committee has 
asked the Foreign Claims Commission to contact the Department of 
Justice and the Internal Revenue Bureau and come up with their view 
of this loss, so that we can have the benefit of it when we consider this 
bill. 

Senator Morse. I am glad to hear it, because I want the benefit of 
that memorandum. 

Mr. Levy. I have just two sentences, sir. 

Those who did not take a war-loss deduction for tax reasons or 
because they had a loss in 1941, the writeoff year, or who were not in 
the tax system because they were not nationals or residents of the 
United States in that year, will receive their awards tax free, up to the 
amount of their tax basis. I ask the committee, therefore, to consider 
the tax implications from the standpoint of that group as well as the 





FOREIGN CLAIMS SETTLEMENT COMMISSION 


oup that have taken war-loss deductions within the framework of 
ie tax laws. 

Socony Vacuum was not in the excess profits tax bracket in 1941-42. 

This is Just a compensation measure, not a tax measure. In the 
Court of Claims or in any other forum where just compensation is 
adjudicated, the tax consequence of the compensation received is 
irrelevant. 

Senator Morse. Let me assure you that it is not irrelevant before 
this committee, as far as I am concerned. 

Mr. Levy. I am attempting to draw that parallel. 

Senator Morse. We are trying to do equity. Congress acts on the 
basis of equity in this matter. That is the whole purpose of private 

ums. But if these companies have really written off a huge tax 
savings as a ~— of war losses, | do not propose, as far as my vote is 

meerned, t » let them come in now on an equt al footing with these 
small datnaath who wanted that benefit. It is just that simple. 

Now, if they have not taken the loss, then they stand on the same 
footing as the others. But if what vou are trying to do is to make an 
argument to try to help a company that has already taken a benefit 
by way of a writeoff and then have them come in as though that 
writeoff in fact had not been taken, you are not going to get my vote. 

Mr. Levy. Senator, just one sentence, please. 

The consequence of any such proposal is to make the United States 
Treasury bear the loss of taxes which would be payable. Putting it 
another way, this proposal would result in increasing these funds, for 
the benefit of claimants who would receive largely tax-free recoveries, 
in the amount of the taxes that would otherwise be paid by taxpayers 
vho took the war-loss deduction. 

Senator MansFietp. Thank you, Mr. Levy. 

Mr. Levy. Thank you. 

(The supplemental statement of Mr. Levy is as follows: 


SUPPLEMENTAL STATEMENT FOR Socony Mosit Ort Co. 


This brief additional comment is submitted to help clear up the apparent mis- 
inderstanding concerning war loss deductions and the tax consequences of 
recoveries under awards. 

Section 127 of the Internal Revenue Code was written into the Revenue Act of 
1942 by the Senate itself, in order to meet these very problems in their intricate 
tax background. The Senate Finance Committee report on the 1942 act, prepared 
by Chi airman Walter F. George, read as follows: 

‘The committee considered the problem of property of taxpayers located within 
an enemy country or within an enemy-controlled area. Such property is for all 
practical purposes lost to the taxpayer and should be treated as a casualty loss. 
It is practically impossible to determine the actual disposition of such property 
or whether it can be recovered after the war, or what its value would be if recov- 
ered. In general the bill provides that such property will be deemed to have been 
lestroyed or seized and such loss may be claimed as casualty loss in the computa- 
tion of net income * * *, Interests in * * * property (i. e. stocks and bonds 

ll be deemed to have been lost and accorded similar treatment as in the case of 
the property itself.” (S. Rept. 1631, 77th Cong. 2d sess. pp. 40-41 

Section 127 Saale allowed taxpayers to deduct, as war loss, amounts o1 
account of property (or investments referable thereto) located in the satellite 
countries. Taxpayers who had used the property for trade or business were not 
permitted to deduct the full value of their property, but only the depreciated cost 
or other adjusted basis for tax purposes. 

Section 127 also provided in detail for the tax treatment of any recoveries con- 
cerning property as to which a taxpayer had taken a war loss deduction. These 
highly technical provisions were carried over into the 1954 code, as sections 1331 
through 1337, which are annexed to this statement. The sibstance of these sec- 
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tions is summarized as follows in the Standard Federal Tax Reporter 1955, 
leading tax authority: 
“If any property, the depreciated cost or other basis of which a taxpayer had 
deducted as a war loss under the provisions of 1939 code section 127 (a), is later re- 
covered, the fair market value (not the amount deducted) is taxed, but only to th 
extent that the deduction resulted in reducing the prior year’s tax. To the extent 
that the taxable recovery is not in excess of the deduction, it is taxed as ordinary 
income. To the extent that it exceeds the amount of the deduction, it is treated 
as a gain upon an involuntary conversion and will be recognized or not recognized 
as provided by the involuntary conversion statute * * *, 
‘A taxpayer, however, can elect not to include the value of the recovered 
property in income for the year of recovery. The tax in the deduction year m 
then be refigured by cutting down the deduction by the amount of the recover: 
property *. Any resulting increase in tax is then added to the tax for t 
year of recovery” (vol. 4, par. 4821 
Treasury Regulations expressly provide that “an award by a government on 
account of the seizure of the taxpayer’s property by an enemy country is a recover) 
under section 127 (c)’’ (Income Tax Regulations 118, sec. 39.127—(¢)—1). 
Since the issues have been raised, the committee will presumably seek the dis- 
interested advice of available Government experts in weighing the tax consequen- 
ces of award payments to taxpayers who did or did not take war-loss deductions 
pursuant to applicable law and regulations. 
It is important to recognize that the prorated payments from the available 
claims funds will not exceed the tax basis of the property in most cases. On this 
highly probable assumption, Socony Mobil Oil Co., for example, will pay taxes « 
‘ dollar recovered under such award, at the general corporate tax rates (in- 
irtax) effective in the respective deduction years; the company was not 

in the excess profits tax bracket in that period 1941-42. On the other ha 
claimant-taxpayers who took no war loss deduction will evidently receive their 
recoveries tax-free, up to the amount of their “tax basis.’’ This is not said i: 


praise or blame of either category: the tax laws work out that way. The tax-fre 
category is not limited to those who incurred net Josses in the deduction year, but 
includes taxpayers who did not take the allowable deduction for other tax reasons, 


and also those not eligible for the deduction because they were nonresidents a1 


ncitizens of the United States in the appropriate deduction year. 
the present legislation were amended as suggested in the hearings, t 
habilities are, therefore, that the many claimants covered by section 127 w! 
expect to pay substantial taxes on claims recoveries would receive littl 
those who took no war loss deductions would receive tax-free recoveries 
United States Treasury would bear the loss. The committee cannot hope to 

» advised or take account of the varying circumstances of thousands of individaul 

| corporate taxpayer-claimants. Any form of this proposal to penalize clai' 

I ho had been allowed war loss deductions would inevitably increase the total 
of tax-free recoveries, with consequent losses to the Treasury and serious inequities 
toward numerous claimants who followed the act of Congress and pertinent 
regulations Any such proposal would establish different tax consequences for 
recoveries concerning property lost in the satellite countries than for property 
recovered in all formerly occupied territory now in the free world. 

Each valid claim warrants an award of just compensation for the amount of 
actual loss, as proved by evidence on the record. That standard is sanctioned by) 
the fifth amendment and by the law of nations. Because a claimant incurred a 
substantial loss rather than a small loss, is no basis for awarding such claimant less 
than just compensation. Tax consequences are wholly irrelevant in awarding 
just compensation for valid claims. 

Respectfully submitted. 

Puiuipe Levy, Counsel. 


PART IV—WAR LOSS RECOVERIES 


Sec. 13 War loss recoveries. 

Sec. 1332. Inclusion in gross income of war loss recoveries. 

Sec. 1333. Tax adjustment measured by prior benefits 

Sec, 1334. Restoration of value of investments referable to destroyed or seized property. 
Sec. 1335. Election by taxpayer for application of section 1333. 

Sec. 1336. Basis of recovered property. 

Sec. 1337. Applicable rules. 


SEC. 1331. WAR LOSS RECOVERIES. 
On the recovery in the taxable year of any money or property in respect of 
property considered under section 127 (a) of the Internal Revenue Code of 1939, 
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s destroyed or seized, the amount of such recovery shall be included in gross 
come to the extent provided in section 1332, unless section 1333 applies to the 
ixable year pursuant to an election made by the taxpayer under section 1335. 


SEC. 1332. INCLUSION IN GROSS INCOME OF WAR LOSS RECOVERIES. 


a) AmMountT oF Recovery.—The amount of the recovery of any money or 
roperty in respect of property considered under section 127 (a) of the Internal 
tevenue Code of 1939, as destroyed or seized, shall be an amount equal to the 
ggregate of such money and the fair market value of such property, determined 
s of the date of the recovery. 

b) Amount oF GaIN INCLUDIBLE.— 

(1) PorTION EXCLUDED FROM GROSS INCOME.—To the extent that the 
amount of the recovery plus the aggregate of the amounts of previous such 
recoveries do not exceed that part of the aggregate of the allowable deductions 
in prior taxable years on account of the destruction or seizure of property 
described in such section 127 (a) which did not result in a reduction of any 
tax of the taxpayer under chapter 1 or 2 of the Internal Revenue Code of 
1939, such amount shall not be includible in gross income and shall not be 
deemed gain on the involuntary conversion of property as a result of its 
destruction or seizure. 

(2) PorRTION TREATED AS ORDINARY INCOME.—To the extent that such 
amount plus the aggregate of the amounts of previous such recoveries exceed 
that part of the aggregate of such deductions, which did not result in a 
reduction of any tax of the taxpayer under such chapters and do not exceed 
that part of the aggregate of such deductions which did result in a reduction 
of any tax of the taxpayer under such chapters, such amount shall be included 
in gross income but shall not be deemed a gain on the involuntary conversion 
of property as a result of its destruction or seizure. 

(3) PorRTION TREATED AS GAIN ON INVOLUNTARY CONVERSION.—To the 
extent that such amount plus the aggregate of the amounts of previous such 
recoveries exceed the aggregate of the allowable deductions in prior taxable 
years on account of the destruction or seizure of property described in such 
section 127 (a), such amount shall be considered a gain on the involuntary 
conversion of property as a result of its destruction or seizure and shall be 
recognized or not recognized as provided in section 1033 (relating to involun- 
tary conversions). 

(4) OBLIGATIONS NOT DISCHARGED.—If for any previous taxable year the 
taxpayer chose under section 127 (b) of the Internal Pevenue Code of 1939 
to treat any obligations and liabilities as discharged or satisfied out of the 
property or interest described in such section 127 (a), and if sucl 
and liabilities were not so discharged or satisfied yunt of such obli- 
gations and liabilities treated as discharged or sati > such section 
127 (b) shall be considered for purposes of this part as a deduction by reason 
of such section 127 (a) which did not result a reduction of 
taxpayer under such chapters | or 2. 

5) ALLOWABLE DEDUCTION NOT ALLOWED.—For } 
tion, an allowable deduction for any taxable year on account of the destruction 

or seizure of property described in such section 127 (a) shall, to the extent 
not allowed in computing the tax of the taxpayer for such taxable year, be 
considered an allowable deduction which did not result in a reduction of 
any tax of the taxpayer under such chapters 1 or 2 


SEC. 1333. TAX ADJUSTMENT MEASURED BY PRIOR BENEFITS. 

If this section applies to the taxable year pursuant to an election made by the 
ixpayer under section 1335 or section 127 (c) (5) of the Internal Revenue Code 
f 1939— 

(1) AMOUNT OF RECOVERY.—The amount of the recovery in the taxable 
vear of any money or property in respect of property considered under 
section 127 (a) of the Internal Revenue Code of 1939 as destroyed or seized, 
shall be an amount equal to the aggregate of such money and the fair market 
value of such property, determined as of the date of the recovery. For 
purposes of this section, in the case of the recovery of the same property or 
interest considered under such section 127 (a) as destroyed or seized, the 
fair market value of such property or interest shall, at the option of the 
taxpayer, be considered an amount equal to the adjusted basis (for deter- 
mining loss) of such property or interest in the hands of the taxpayer on 
the date such property or interest was considered under such section 127 (a) 


a 


1 obligations 


any tax of the 


irposes of this subsec- 
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destroved or seized. The amount of the recovery determined unc 


s paragraph shall be reduced for purposes of paragraphs (2) and (3 


the amount of the obligations or liabilities with respect to the properi 
} 97 ; 


considered under such section 127 (a) as destroyed or seized in respect 

which the recovery was received, if the taxpayer for any previous taxa 

ar chose inder section 127 (b (2) of such code to treat such obligatio 
or 


liabilities as discharged satisfied out of such property, and such ob! 


or liabilities were not so discharged or satisfied before the date 


USTMENT FOR PRIOR TAX BENEFITS.—That part of the amou 
ery, in respect of any property considered under such section 127 
estroyed or seized, which is not in excess of the allowable decuti 
taxable years on account of such destruction or seizure of the p: 
the amount of such allowable deductions being first reduced by 
amount Of any prior recoveries in respect of the same prop 
‘xcluded from gross income for the taxable year of the recovery 
purposes of computing the tax under this subtitle; but there shall be ad 
to, and assessed and collected as a part of, the tax under this subtitle for 
taxable year of the recovery the total increase in the tax under chapters 
d 2 of the Internal Revenue Code of 1939 for all taxable years which would 
result by decreasing, in an amount equal to such part of the recovery 
excluded, such deductions allowable in the prior taxable years with resp: 
to the destruction or seizure of the property. Such increase in the tax fo 
each such year so resulting shall be computed in accordance with regulatic 
prescribed by the Secretary or his delegate. Such regulations shall giv 
effect to previous recoveries of any kind (including recoveries described 
section 111, relating to recovery of bad debts, etc.) with respect to any prior 
year, and shall prov ide for the case where there was no tax for the prior year 
but shall otherwise treat the tax previously determined for any year 
accordance with the principles set forth in section 1314 (a relating to 
rections of errors). All credits allowable against the tax for any year and all 
carryovers and carrybacks affected by so decreasing the allowable deductions 
shall be taken into account in computing the increase in the tax, except that 
the computation of the excess profits credit under chapter 2 E of such cod 
for any taxable year shall not be affected. 

3) GAIN ON RECOVERY.—The amount of any recovery or part thereof, i: 
respect of property considered under such section 127 (a) as destroyed oO! 
seized, which is not excluded from gross income under paragraph (2), shall 
be considered for the taxable vear of the recovery as gain on the involuntary 
conversion of property as a result of its destruction or seizure and shall be 
recognized or not recognized as provided in section 1033. 

t) RECOVERIES TREATED AS GROSS INCOME FOR CERTAIN PURPOSES.—For 
purposes of section 6012 (relating to persons required to make income tax 
returns) and section 1312 (relating to circumstances of adjustment), the 
recovery in the taxable year of any money or property in respect of property 
considered under such section 127 (a) as destroyed or seized in any prior 
taxable year shall be deemed to be an item ineludible in gross income for thi 
taxable year in which the recovery is made. 


SEC. 1334. RESTORATION OF VALUE OF INVESTMENTS REFERABLE 
TO DESTROYED OR SEIZED PROPERTY 


For purposes of this part, the restoration in whole or in part of the value of any 
interest described in section 127 (a) (3) of the Internal Revenue Code of 1939 by 
reason of any recovery of money or property in respect of property to which such 
interest related and which was considered under subsection (a) (1) or (2) of suel 
section 127 as destroyed or seized shall be deemed a recovery of property it 
respect of property considered under such section 127 (a) as destroyed or seized. 
In applying section 1333, such restoration shall be treated as the recovery of th¢ 
same interest considered under such section 127 (a) as destroyed or seized. 


SEC. 1335. ELECTION BY TAXPAYER FOR APPLICATION OF SECTION 
1333. 

If the taxpayer elects to have section 1333 apply to any taxable year in which 
he recovered any money or property in respect of property considered under 
a) of the Internal Revenue Code of 1939, as destroyed or seized, 
shall apply to all taxable years of the taxpayer beginning after 


section 127 
section 1333 
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December 31, 1941, and such eleetion, once made hall be irrevocable. The 
tion shall be made in such manner and at such 


i time as the Secretarv or 


legate may by regulations prescribe, except that no election under this section 


ay be made unless the taxpayer recovers money or property (in respect of 

nertv considered under such section 127 (a) as destroved or seized) during the 

sable year for which the election is made. 
{3 applies to anv taxable year 

(1) the period of limitations provided in chapter 66 on the making of 

assessments and the beginning of distraint or a pr 
ollectior shall not, with respect to 
A) the amount to be added 


If pursuant to such election section 


ceeding in court for 


section 1333, and 
(B) anv deficieney for such 
to the extent attributahle to 
determined under section 1 
<pire before the expiration of 
‘h election, and such amount 
before the expiration of sucl 
i would otherwi 
refund or ers 
on of section 1333 t 
naking of such el 
if any law orr 
refund or credit of sue 
f claim there for is 
case of any taxal 
f an election under t ; 
ulting from the application of section 1333 
shall be assessed or collected with respe 


d in paragrapl 1) for anv period befor 
ng the date of the making of such election | 
SEC. 1336. BASIS OF RECOVERED PROPERTY. 
1) In GeNERAL.—The unadjusted basis of pr respect of 
roperty considered as destroyed or seized under secti a) of the Internal 
Revenue Code of 1939 shall be determined under this tior h 
an amount equal to the fair market value of such pr 
e date of the recovery, reduced by an amount equal t é 
ate of such fair market value and the amounts of pre. recoveries of money 
property in respect of property considered under sucl ‘tion 127 des- 


i und l¢ ion 127 (a) as 
ved or seized over the aggregate of the allowable deductions in prior taxable 
ars on account of the destruction or seizure of :propert ibed ir ich 

127 (a), and increased by that portion of the amo f the 1 which 
der section 1332 is treated as a recognized gain from th 
property. On application of the taxpayer, the aggr« 
ned under the preceding sentence) of any pro 


such basis shall 
determined as of 


3s of the aggre- 


rsion 


bases tor 


in respect of 
yperties considered under such section 127 (a é re 1 o1 ] | 


"1ZECG 

ocated among the properties so recovered in such manner as the Secreta 
delegate may determine under regulations prescribed 

egate, and the amounts so allocated to any such p 
unadjusted basis of such property in lieu of the u 
determined under the preceding sentence. 

PROPERTY RECOVERED IN TAXABLI 


may 


tary 


mec;re 
ecovered 


is of s 


S In the case of a taxpaver Ww 
basis of property recovered sha 
ch property is included in the amount 
rmined without regard 
f the gain under section 


1033. 


SEC. 1337. APPLICABLE RULES. 
a) DETERMINATION OF Tax BENEFITS. 


d to what extent an allowable deduction on accor the destruction or 


seizure of property described in section 127 (a) of the Internal Revenue Code of 


1939 did or did not result in a reduction of any tax of the taxpayer under chapter 
1 or 2 of such code shall be made in accordance with regulations prescribed by 


he Secretary or his delegate. 


tion as to whether 
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(b) PartTiaAL WorTHLESSNESS OF CERTAIN INVESTMENTS TREATED As WAR 
Losses UnpER 1939 Copr.—The part of the stock or other interest of the tax- 
payer treated under subsection (e) of such section 127 as property described in 
subsection (a) (3) of such section shall be treated in the same manner for pur- 
poses of this part. 


Senator MansFreLp. This concludes the hearings on H. R. 6382. 


The committee stands adjourned. 
(Whereupon, at 12:15 p. m., the committee adjourned.) 





(The following letters and statements were received for inclusion 
in the record:) 


CONGRESS OF THE UNITED STATEs, 
House or REPRESENTATIVES, 
Washington, D. C., July 8, 1956. 
COMMITTEE ON FOREIGN RELATIONS, 
United States Senate, 
Washington, D. C. 


GENTLEMEN: I enclose herein a statement which I hope you will have inserted 
in the record of the hearings of H. R. 6328 currently before your committee. 
Attached to the statement is a copy of an amendment which I understand will be 
identical with or similar to the one which Senator Holland expects to suggest 
to your committee. I certainly hope that some amendment along these lines can 
be adopted. The only reason why the amendment was not suggested in the House 
was because I was assured that my constituent was covered and I was only found 
to be in error after the bill was passed in the House. 

With kindest regards, I am, 

Sincerely, 


CHARLES E. BENNETT, M. C. 


STATEMENT BY CONGRESSMAN CHARLES E. BENNETT BEFORE SENATE 


FOREIGN 
RELATIONS COMMITTEE 


Mr. Chairman, thank you very much for permitting me to appear today to 
testify with regard to the provisions of H. R. 6382. When this bill was in the 
House of Representatives, 1 sought assurance that my constituent, Eric Lindblom, 
ind those similarly situated would come within its t mae and was advised that 
they would be protected under the language of the bill. This advice was re- 
eived fromm persons who were actively handling the legislation, and the good- 
faith answers which I received indicated that Mr. aoe would be protected, 
as well as others who were situated as is he. Yet, shortly after the passage of the 
legislation, I ascertained that it is certain that Me. Lindblom and others similarly 
situated would not be protected. I can see no reason for a person situated like 
Mr. Lindblom being discriminated against when others having no greater equity 
are protected under the terms of this bill. In order to bring about an equitable 
result in this legislation, it would seem to me that the attached amendment or 
something similar to it would have to be adopted. I say this because claimants 
vhose property was destroyed in countries such as Rumania, ete., would be 
iven these benefits, while a claimant such as Mr. Lindblom, whose property 
was destroyed in Italy, would not be given the benefits. This seems to me to be 
a highly arbitrary discrimination. As I understand the facts, Mr. Lindblom 
was a Swedish citizen whose property was stored in Italy and who first sought 
citizenship in the United States prior to December 7, 1941, whose property was 
destroyed in Italy in 1942, and who became a citizen of the United States on 
November 24, 1947, after continuously living in the United States from 1940 
to date. If Mr. Lindblom’s property had been destroyed under these circum- 
stances in the countries other than Italy, he would be protected by this law. I 
can see no reason why the mere fact that the property was destroyed in Italy 
should be held against him, as it has no bearing on the merits of his claim. 

Before closing, I wish to emphasize that the amendment which has been sug- 
gested to take care of people such as Mr. Lindblom has never been passed upon 
by the House Foreign Affairs Committee or by the House itself. 

Thank you very much for allowing me to testify. 


AMENDMENT TO H. R. 6382 


P age 30, after the period in line 22 insert the following new sente nes: 
“No claim under this section shall be denied on the sole ground that the natural 
person who originally suffered the loss was not a national of the United States 
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of the loss and continuously thereafter until December 31, 1 
vas a permanent resident of the United States, and if he had at a 
December 7, 1941, formally declared his intention of becoming 
nited States and had become a citizen of the United States 


W ASHINGTON 5, D. C 


F. GEORGE, 
Committee on Foreign Re latior 7 
Wash ngton, D ( 


il 


rok GEORGE: Pursuant to the public invitation to testify on t] 

6382, relating in part to claims for war damages in Ruma 

iry, we are attaching a memorandum addressed solely to t 
nents for eligibility status of citizen-claimants. 

that the bill as passed by the House takes in not onlv Citi ze 

armistices, but also persons who at the time of the armistic 

lents of the United States and who were then processir 

enship papers and “were subject to our selective service | 

were in law and in fact full-fledged citizens when the peace treat 

countries were concluded on September 15, 1947 


resi 


es In section 303 (1 as follows 


23 of the treaty of peace 


with Hungary, and articles 24 and f th 
Awards under this paragraph shall be in amounts not to exces 
damage actually sustained. No claim under this p 


av F th reaty of pen 


t sole ground that the natural person who origiy , 
was not a national of the United States if on the date of tl 
the country with respect to which his claim is asserted, and con- 
‘eafter until Se ptember 15, 1947, such person was a permanent resi 
} ited States, and if he had at any time prior to the date of suc 
formally declared his intention of becoming a citizén of the United 
i had became a citizen of the United States by September 15, 1947.” 

e provisions of the House bill represent the adoption by that body of 
view previously adopted by the Senate when war-claims legislation was 
nsidered in 1953 in connection with the Yugoslavian claims 

Lin ommission (predecessor of the present Foreign Claims Com 


y in connection with domestic war claims leg 
ongress would not seemingly discriminate against a clas 
The Commission pointed out that the traditional rule 
the claims were made against a foreign sovereign had 
basis where claims are to be paid out of funds wholl 
and awarded to United States citizens H. Doe. 67 
122, War Claims Arising Out of World War II. 
» of the House bill in section 303 (1) and section 311 


memorandum has been prepared because 


nating persons who were not cit 


Balkan countries even though they were 


the time of the signing of the peace treaties with those 
yours, 
NicHo.as J. CHASE. 


STATUS OF CLAIMANTS FOR 
.ND Hunaary, H. R. 638: 


e Senate I rree ‘oreig? ‘ ations on 

a misleading ression and did not set out the 
action of the House of Re yresentati eS in unan! 
the bill relates to the eligibility requirements 
: ul qualify as claimants for war damage relief in connectior 

ies destroyed in World War IT. 

iage of the bill as passed by the House of Representatives in sections 
and 311 limits eliginility to United States citizens Statements mace 


may have left the impression that the bill as passed by the 
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fouse gives eligibility status to persons who were not United States citizens, but 
1d merely declared their intention of becoming United States citizens at the time 
the signing of the peace treaties with the Balkan countries. This is not correct 
Che only true difference between the positions of the House of Representatives 
{ the witness before the committee is that the House bill as passed would per- 
persons Who had United States citize nship on September 15, 1947 (the 
1e signing of peace treaties with the Balkan countries) to qualify, where: 
nesses would restrict eligibility to persons who had United States citizens 
the dates of the signing of the armistices (Rumania, August 24, 1944: Bulg 
ber 28, 1944; and Hungary, December 28, 1944 The only reason 
nificance assigned by one of the witnesses was that the House use of the treaty 
ate, rather than the armistice dates, would slightly enlarge the 

1imants and consequently reduce the amount of money nat 
ice dates aforesaid, would receive. 
On its face the elimination of American nationals on such a basis would seem 
upably unfair and discriminatory. This matter was thoroughly considered 
nd canvassed within the House Foreign Affairs Committee, both in the public 
earings and in executive session. teference was made to this in the report of 
the House committee on H. R. 6382 on pages 12 and 13. It was also fully debated 
nd open for discussion on the floor of the House when the bill was reported and 
assed. There was no opposition at any time. 

Without going into detail, among the reasons prompting the House action were 
the following: As the language of the House bill indicates, recognition was given 
to persons who were United States citizens on September 15, 1947 (the date of the 
signing of the Balkan peace treaties) only where such citizens had permanent 
residence in the United States on the dates of the armistices with the countries 
wherein the war damage arose, and only where such citizens were processing 

ituralization papers prior to 1944 (the dates of the armistices 
ntention to become citizens, and only where, as previously stated, 
were in fact citizens on September 15, 1947 (treaty date 

These United States citizens are persons who were in the United States for 
permanent residence prior to the occurrences of any war damages in the Balkan 
countries; in fact, these persons were here before the United States was engaged 
n war with the Balkan countries. The position adovcated by other witnesses 
would prejudice certain United States citizens only because our naturalization 
procedures have historically required a 5-year processing period. The House bill 
as passed does not discriminate against these citizens. To have become a United 
States citizen by September 15, 1947, as required by the House bill, obviously a 
person must have been in the United States for permanent residence and initiated 
his application for citizenship not later than September 15, 1942; therefore, prior 
to the occurrences of the war damages. 

Such persons had forsworn allegiance to the particular Balkan sovereigns 
nvolved prior to the war damages and, on the other hand, declared their intention 
to become United States citizens. To deny persons possessing the foregoing 
qualifications the status of claimants is not only to deny equal protection of the 
laws to a certain class of United States citizens but makes of them second-class 
citizens. Further, such citizens would be left without the protection of any 
sovereign. 

There is no force to the argument that to include these persons is not strictly 
in accord witb international law for here we are dealing with domestic legislation. 
This has been recognized by the War Claims Commission, predecessor to the 
Foreign Claims Commission (see H. Doc. 67, 83d Cong., Ist sess., pp. 119-122 

In conclusion, therefore, we close this memorandum by pointing to the very 
language of the Commission where in similar context and on analogous facts, it 
was stated: 

“In view of the fact that this * * * is related to * * * domestic legislation 
on war claims, the question of nationality as an eligibility factor is distinguishable 
from the corresponding question which may be involved in claims asserted against 
a foreign government.”’ 

“The Commission finds that the principle that a claim must be national in 
origin and national at the time of its presentation has no necessary application 
in the field of domestic war-damage legislation. In this field the Congress has 
absolute discretion in laying down rules governing the eligibility of claimants.”’ 

“After weighing all the factors which relate to the problem, the Commission 
has coneluded that ajust rule is that the following natural persons shall be deemed 


eligible as war-damage claimants: 
xk * * 


65182—55——10 


number of eligible 


ionals, as of the armi- 


indicating an 
such persons 
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2) Persons who, at the time of the loss, were permanent residents of t! 
United States or its Territories or possessions and had declared their intentio: 
to become citizens of the United States, in conformity with the provisions of t} 
Nationality Act of 1940, and who, at the time of the presentation of the clair 
were American citizens or American nationals.” 

“The latter group of Americans who had become citizens do not have tl 
protection of other governments with respect to their losses. father than being 
subjected to exceptional hardships, they should, in the opinion of the Commissior 
share in the benefits of a war-damage compensation program on a par with othe: 
American citizens. It should be noted that this class of beneficiaries (supra (2 
was subject to military service in World War IT.” 

“The equities in favor of this group of claimants was considered persuasive b 
the Senate in a cognate problem, the settlement of the American nationalizatio: 
claims against Yugoslavia. * * While there may be a valid legal basis for exclu 
sion of this category of citizens from the right to participate in an award receive 
from a foreign country in settlement of a specific category of international claims 
no similar reason exists for their exclusion from the benefits of domestic war- 
damage compensation. The Commission believes that in formulating domest 
policy the. Senate’s predisposition to include this group among eligible claimani 
should govern, * * *  [Italies ours.] 

Excerpts from pp. 119-122, H. Doc. 67, 83d Cong., Ist sess., War Clain 
Arising Out of World War II, 1953) 

While the Senate view did not prevail, as well as that of the Commission, ir 
the Yugoslavian claims because of the international nature of the Yugoslavia: 
claims settlement, certainly the Senate and Commission view should control i1 
the domestic war claims legislation which is being presently considered, particularl\ 
where the House of Representatives has seen fit, after carefully weighing th: 
matter, to follow the Senate view as espoused when the Yugoslavian claims wers 
for consideration in 1953. 

Respectfully submitted. 

NicHoLas J. CHASE, 
THEODORE JAFFE, 


FOREIGN CLAIMS SETTLEMENT COMMISSION OF THE UNITED STATES, 


Washington 25, D. C., July 11, 1955. 


Hon. WALTER F. GEorRGE, 
Chairman, Committee on Foreign Relations, 
United States Senate, Washington 25, D. C. 


DEAR SENATOR GEORGE: This is in response to the request of the Committee on 
Foreign Relations that an opinion be obtained from the Devartment of Justic: 
concerning the Federal income-tax consequences of certain possible awards which 
could be made by the Foreign Claims Settlement Commission under the provisions 
of H. R. 6382 if enacted, now before the committee for its consideration. 

The Commission has been informed that the appropriate source of authority 
on this subject is the Internal Revenue Service of the Department of the Treasury 
The matter has accordingly been discussed with officials of that agency who state 
that because of the extremely complicated and technical problems involved a 
detailed reply cannot immediately be made. The Commission was advised, 
however, that as a general rule all income-tax payers were given the privilege under 
the provisions of section 127 of the Internal Revenue Code of 1939 to write off 
as war-loss deductions losses attributable to the destruction or seizure of property 
on or after December 7, 1941, in the course of military or naval operations by the 
United States or any other country subject to the requirements and conditions of 
the code 

Section 1331 of the Internal Revenue Code of 1954 relates to recoveries on ac- 
count of any war loss that may have been allowed and provides that such recoveries 
shall be ineluded in the gross income of the taxpayer under the requirements and 
conditions set forth in sections 1332 through 1337. Section 1331 reads as follows: 
“$1331. WAR LOSS RECOVERIES. 

“On the recovery in the taxable vear of any money or property in respect of 
property considered under section 127 (a) of the Internal Revenue Code of 1939, as 
destroved or seized, the amount of such recovery shall be included in gross income 
to the extent provided in section 1332, unless section 1333 applies to the taxable 
vear pursuant to an election made by the taxpayer under section 1335.” 

Another question raised in the course of the hearings on this bill was with 
respect to the’ application of the 27'¢-percent depletion allowance in connection 
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ith possible awards under H. R. 6382 in case such awards be considered not to 
stitute a taxable war-loss recovery. 

The Commission is authorized to say that, as a general rule, the percentage 

pletion allowances authorized in the Internal Revenue Code, sections 611 

rough 616, would not be applicable. Such depletion allowances are per- 

itted only with respect to the gross income derived from the property subject 
to the depletion. The term “gross income from the property”’ is defined in the 
code to mean, in the case of a property other than an oil or gas well, the gross 
income from mining. In the case of oil and gas wells, the allowance would 
ipply with respect only to income received from the extraction of minerals from 

e ground. In any event, the depletion allowances would have no application 

connection with awards for the physical loss, damage, destruction, or seizure 
property. It should be pointed out, for example, that no award could be 
ade under the bill for the loss of income which would have been derived from 
ich property had it not been lost, damaged, destroyed, or seized. 

It is impossible to say, of course, at this time whether all claimants before the 
Commission were allowed to write off for income-tax purposes the war losses 

may have sustained or the losses resulting from nationalization of their 

roperties after the war. It is equally impossible to say whether, if such losses 
ere written off, they did in fact produce a tax benefit to the claimant 

The Commission appreciates this opportunity of assisting the committee and 
opes that the above information will serve to clarify the questions that have 
een raised with respect to the Federal income-tax implications with respect to 
vards that would be authorized upon enactment of H. R. 6382. 

Sincerely yours, 
WHITNEY GILLILLAND, Chai 


GALLOP CLIMENKO & GOULD, 
New York 4, N. Y., July ? 
Hon. Francis O. WIiLcox, 
Committee on Foreign Relations, United States Senate, 
Senate Office Building, Washington, D. C. 

Dear Mr. Witcox: I am writing to advise that on July 7, 1955, I received 
a telegram from Mr. C. C. O’Day, clerk of the Committee on Foreign Relations, 

viting an appearance at a hearing on H. R. 6382 on July 11. Because of the 
pressure of professional engagements, it is impossible for me to appear at that 
time but I am most anxious that there be presented to the members of the com- 
nittee copies of a memorandum which I have prepared, setting forth our views 
ov this statute and on 8. 1310. I respectfully ask that this memorandum be 
included in the printed transcript of the hearing as representing the position of a 
group of claimants whom my firm represents. I am sure that this will serve the 
same purpose as would a brief personal appearance. 

A copy of this letter together with a copy of the enclosed memorandum is 
being addressed directly to Mr. O’ Day. 

I should like to express my appreciation of your aid and cooperation in this 
matter. 

Sincerely, 
M.S. Govtp. 


MEMORANDUM Re H. R. 6382 anv 8S. 1310 


This memorandum is respectfully submitted to the Senate Committee on 
Foreign Relations as being applicable to the consideration by that committee of 
Senate bill 1310, introduced in the 84th Congress and H. R. 6382. 

These bills have as their purpose the establishment ot machinery for utilizing 
the sum of $5 million paid to the United States by the Go-ernment of Italy 
pursuant to a memorandum of understanding between the United States and 
Italy relative to the claims of nationals of the United States dated August 14, 
1947, 

Examination of the bills in question reveals that claims to participate in the 
said amount are limited to persons who were nationals of the United States within 
the meaning of subsections (a), (b), and (c), respectively, of section 2 of title I 
of the the International Claims Settlement Act of 1949. The effect of this defini- 
tion is to exclude from participation in the benefits of the proposed legislation 
persons who became nationals of the United States subsequent to September 3, 
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1943. Thus, a person who served in the Armed Forces in the United States or i: 
a civilian agency of the United States but did not achieve full naturalization unt 
a date subsequent to September 3, 1943, is cut off not only from participatio: 
in the benefits of the memorandum of understanding of August 14, 1947, but als 
from the benefits of the proposed legislation. There is a large class of persons whi 
in 1939 or 1940 migrated to the United States because of persecution by th: 
Italian Fascist Government, served in the Armed Forces of the United States « 
in civilian capacities in important agencies of the United States, and who suffers 
severe damage at the hands of the Italian Government. By operation of thi 
naturalization statutes, the great majority of these persons could not have becom: 
citizens until 1944 or 1945. It is obviously unfair thus to deprive a substantial 
group of American citizens of the right to assert their war-damage claims. 

It is respectfully suggested that an appropriate treatment of the subject is t« 
revise the definition of ‘‘nationals of the United States’ as presently contained 
in proposed section 301 of proposed title 3 of 8. 1310 to read as follows: 

Nationals of the United States shall mean all persons who as of June 10, 1940 
were nationals of the United States and all persons who became nationals of t} 
United States between June 10, 1940, and September 15, 1947.” 

Obviously, in order for a person to have become a national of the United Stat 
prior to the date of the Italian Peace Treaty (February 10, 1947), it would hav 
been necessary for such a person to have been in the United States during th 

ntire period of hostilities. Such a person by all rules of equity should enjoy 
benefits equal to those enjoyed by persons who were citizens of the United Stat 

prior to June 10, 1940 In connection with this subject, consideration must be 
given to the faet that a vast number of loyal inhabitants of the United States 
vho had resided in this country for many vears did not actually file petitions for 
naturalization until after June 1940. The proposed change in the definition of 
ational eliminates injustice with respect to this class, as well as the other classes 
deseribed above By all logic, the test of eligibility to participate in the benefits 
of the statute should be that of allegiance to the United States and not of technical 
possession of a certifieate of naturalization under conditions of war. For example 
persons whose revulsion against the Fascist Government of Italy led them to 
seek military or civilian service with the United States but who were unable for 


technical reasons to achieve naturalization prior to September 3, 1943, should 


hardly be debarred from participating in the benefits of this statute. 


[Telegram] 


New York, N. Y., July 11, 1955. 
Hon. Franeis O. Witcox, 
Committee on Foreiqn Relations, United States Senate, 
Senate Office Building, Washington, D. C.: 
Supplementing communication July 7, 1955, relative hearing on H. R. 6382: 
5. 1310 vigorously recommend that committee consider insertion in proposed 
tion 303 of S. 1310 of words “and treaty of peace”’ immediately following the 
following words ‘‘memorandum of understanding”’ in third line of 8. 1310, section 
305. Also vigorously recommend that definition contained in proposed sectior 
301 read, ‘‘Nationals of the United States shall mean all persons who as of June 10, 
1940, were nationals of the United States and all persons who became nationals of 
the United States between June 10, 1940, and September 15, 1947, and all persons 
who were United States nationals at any time between June 10, 1940, and Sep- 
tember 15, 1947, as defined in article 78, paragraph 9 (A) of the treaty of peace.”’ 
Mitton 8. Gou.p. 


Socony Mori Orn Co., INc., 
OFFICE OF THE PRESIDENT, 
New York 4, N. Y., June 28, 1945. 
COMMITTEE ON FOREIGN RELATIONS, 
United States Senate, 
Washington, D. C. 


Dear Strs: 8. 1310, introduced by Chairman Walter F. George on March 4, 
1955, at the request of the executive branch, authorizes adjudication of claims by 
United States nationals against Bulgaria, Hungary, and Rumania, among other 
claims, resulting from the postwar nationalization of property by these Soviet 
satellites. Inclusion of such postwar nationalization claims is in accord with the 
program of the President reflected in 8. 1310, which was transmitted to Congress 
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h the concurrence of all executive agencies concerned, including tl] 

e Budget, the Foreign Claims Settlement Commission, and the S 

i Treasury Departments. 

S. 1310 effectuates the traditional American policy under international law to 
cure just compensation for the property of United States nationals which has 
een confiscated abroad. Although the limited claims funds will provide only 
artial compensation for the time being, the prompt adjudication of nationaliza- 
on claims will strengthen the principles of international law. and establish a 
ound basis for continued diplomatic espousal of the unpaid balance of awards 
endered by the Commission. 

H. R. 6382, which is also pending before your committee, virtually excludes 
ationalization claims against the satellite countries for the bulk of American-owne 
roperty therein, which was formally confiscated by decree or legislation shortly 
fter September 15, 1947. H. R. 6382 thereby causes serious inequities and 
idministrative difficulties which are avoided by 8. 1310, as explained in thx 

nexed memorandum of counsel. 

Socony Mobil Oil Co. has outstanding claims against the satellite countrie 
or property losses caused by war damage as well as by postwar nationalizatio 

view of the principles involved, however, we wish to « xpress particular support 

r retaining postwar nationalization claims in any legislation on the subject 
atter which may be reported by your committee and enacted by Cong 

It is requested that this letter and the annexed memorandum be included i! 
anscript of your committee hearings. 

Very truly yours, 


Tress 
re 


B. B. JENNINGS. 
\[. EMORANDUM OF COUNSEL SUPPORTING ADJUDICATION OF Postwar Nati 
ZATION CLAIMS AGAINST BULGARIA, HUNGARY, AND RumMAnIia, | S.13 


\djudication of postwar nationalization claims against the satellite cow 
as provided in 8. 1310 (sec. 217 (2)), is supported by traditional United State 
reign policy under international law, by the requirements of sound administ1 
, and by the provisions of the peace treaties 


1. INTERNATIONAL LAW 


Che Department of State has consistently maintained that prompt, adequat: 
und effective compensation should be paid by foreign governments which confi 
cated the property of United States nationals within their borders. In a recet 
liplomatie note, the Department of State reaffirmed: 

‘The obligation of a state imposed by international law to pay just or fa 
compensation at the time of taking of property of foreigners cannot be abrogate 
from the international standpoint by local legislation. If the contrary were true, 
states seeking to avoid the necessity of making payment for property expropriated 
from foreign nationals could avoid all pecuniary responsibility simply by changing 
their locallaw. Every international obligation could thus be wiped off the books 
But international law cannot thus be flouted. Membership in t 
ations imposes international obligations’”’ (Department of State Release No. 464, 
\ide-Memoire to Government of Guatemala, Aug. 28, 1953 

S. 1310, the administration-recommended bill, would effectively utilize the 
available claims funds to vindicate that long-standing American policy, which has 
been widely challenged in the aftermath of World War II and particularly by th: 
satellite governments here involved. 

Section 303 (2) of H. R. 6382, as passed by the House, limits nationalizatio1 
claims against the satellite countries to those arising prior to September 15, 1947, 
the effective date of the peace treaties with those countries. H. R. 6382 thus 
excludes nationalization claims for the bulk of American-owned property involved, 
vhich was formally confiscated by legislation or decrees shortly after the peac« 
treaties became effective. 

This provision of H. R. 6382 is especialiy inequitable since nationalizatio: 
claims, unlike claims arising from wartime destruction in battle or bombardment 
are compensable under international law entirely apart from treaty provisions 
As explained by the Secretary of State (Charles Evans Hughes) on an earlier 
occasion When Rumania threated to exporpirate property without just 
compensation: 

“* * * should property in Bessarabia belonging to American citizens be 
expropriated, they would, under the generally accepted principles of international 
law, be entitled to adequate compensation and * * it is not necessary for this 


he famil ot 
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Government to resort to any special agreement in order to obtain for its nation 
the treatment to which they are justly entitsed under the law of nations’ 
Hackworth, Digest of International Law, p. 21). 

The important policy considerations favoring inclusion of postwar national 
tion claims are unaffected by the fact that the limited claims funds cannot sati 
all just claims against the satellite governments. The separate claims fu 
are probably insufficient to satisfy the claims against each satellite count 
authorized under either bill. In fact, H. R. 6382 aggravates that problem 
including claims which are not compensable under customary international la 
or under the property clauses of the peace treaties, such as prewar credit 
claims and property losses by claimants who were not United States nationa 
at the time of loss (secs. 303 (1), 303 (3): 5 Haeckworth, supra, pp. 626, 802, 804 
Nationalization claimants obviously would prefer adjudication and some pa 
ment under 8. 1310 to complete exclusion under H. R. 6382. Both bills provi 
that the awards rendered shall remain outstanding to the extent they are no 
satisfied by the claims funds for each satellite country (S. 1310, sec. 223; H.1 
6382, sec. 313). The adjudication of nationalization claims would thus establis 
a sound factual and legal basis for continued diplomatic espousal by the Unite 
States of the unpaid balance of awards, while reaffirming the principles of inter 
national law concerning just compensation for nationalized property. 


2. SOUND ADMINISTRATION 


Experience in the Yugoslav claims adjudication indicated the serious difficulti: 
confronting claimants seeking to prove at this late date their claims for propert 
losses during the war and early postwar periods, even with a field branch mant 
by American experts aided by Yugoslav officials. In the present situatior 
neither the claimants nor the Foreign Claims Settlement Commission will hav: 
any opportunity to investigate claims inside the satellite countries. 

\s a practical matter, however, most war damage claimants against the satellit: 
countries also suffered postwar confiscation; and proof of wartime losses woul 
typically require evidence of ownership and value of the property in its undamag: 
condition Accordingly, proof of war damage and nationalization claims in th 
same proceeding is feasible administratively, and is especially timely while tl 
events are fresh in mind and records and witnesses are still available 

The unified presentation of property losses before and since September 15 
1947, would also avoid difficulties of proof in many instances. For example, the 
satellite governments deliberately waited until after the peace treaties were for 
malized before seizing outright the bulk of foreign-owned property. It is well 
known that immediately following the armistice agreements, the satellite regime 
instituted many discriminatory and confiscatory measures under the guise of 
government restrictions, directives, and limitations. These measures varied i 
detail and timing in each country, but all were directed toward forcing out foreig: 
owners and ultimately nationalizing their property without compensatior 

\lthough such measures may be said to constitute “creeping nationalization,’ 
many claimants would be unable to prove the true confiscatory purpose of suc! 
satellite government action prior to September 15, 1947. H. R. 6382 thus would 
eliminate many nationalization claimants whose particular property, industry, 
or occupation had not been overtly taken over by a satellite government admin 
istrator before September 15, 1947, notwithstanding that the government’s 
harrassing measures accomplished the same result by preventing the owner from 
operating his business or otherwise enjoying the use and benefit of his property 

It is believed that Congress would not desire nationalization claims to be 
determined by evaluating the varieties of economic pressure exerted by the 
satellite Communist governments against foreign-owned property on particular 
dates during the postwar period. 8S. 1310 avoids such legal subtleties by em 
bracing all nationalizations, confiscations, or other takings down to the effective 
date of the act. 

3. TREATY PROVISIONS 


The property clauses of the peace treaties, like the clauses assuring political 
and human rights, were prospective in operation. 

The primary requirement of the property clauses is the restoration in complete 
good order of all property rights and interests of United States nationals as they 
existed before the war. Only if the property had been lost or damaged was the 
satellite government required to pay compensation, in local currency to the extent 
of two-thirds of the replacement cost at the time of payment. The treaties also 
required the satellite governments to nullify all special restrictions and complete 
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return of property within 6 months after September 15, 1947. In case of 
nreturn, Owners were authorized to file applications within 12 months of that 
ite unless the satellite government denied claimants the opportunity for such 
plication. Any disputes concerning the property clauses of the treaties were 
ereafter to be determined by a Conciliation Commission composed of repre- 
sentatives of the United Nations Government and the satellite government directly 
ncerned, and a neutral third member selected by them or by the Secretary- 
eneral of the United Nations. Decisions of the majority were to be final and 
ding (e. g. Rumanian Treaty, arts. 24, 32). 
(part from such specific provisions to effectuate complete return of property 
xood order, the treaties included clauses assuring equality of economic oppor- 
nity to United States nationals and United States-owned enterprises for 18 
onths after the effective date of the treaties (e. g., Rumanian Treaty, art. 31 
s explained by former Secretary of State James F, Byrnes in supporting ratifica- 
of the treaties before the Senate Committee on Foreign Relations: 
With the defeat of Germany, it is natural that the countries of Eastern Europe 
| cultivate much closer economic relations with the Soviet Union than they had 
efore the war. 
‘However, we have been disturbed over the development since the 
stilities of economic policies and practices which seemed to us would 
new set of discriminatory arrangements in the Balkan area 
‘After a long discussion, we reached agreement on provisions guaranteeins 
ality of economic opportunity for a year and a half after the peace treatie 
me into foree, during which period it is contemplated that the United Nat 
| enter into new trade arrangements with the former enemy states’’ (Hea 
Treaties of Peace, 80th Cong., Ist sess., pp. 8-9). 
The Department of State vigorously protested against the sa national 
n laws as direct violations of the peace treaties as well as of customary) 
ationallaw. Ina forceful diplomatic note to Rumania, for example, the Depart- 
ent of State stressed the denial of most-favored-nation treatment by exempti 


j 


Soviet-owned enterprises from nationalization, and the inadequacy of purported 
ympensation in local currency bonds payable out of profits (Department of 
State Release No. 730, Sept. 14, 1948). In rejecting the Rumanian Government’s 


ply asking United States owners to proceed through local commissions and 
courts, the Department of State declared: 

“As stated in the American Minister’s note of September 7 (see Press Release 
No. 730, Sept. 14, 1948), the United States Government cannot recognize the 
validity of the Rumanian nationalization legislation as exacted in view of its 
lisecrimination against the rights of United States nationals in violation of the 
provisions of article 31 (c) of the Treaty of Peace Between Allied and Associated 
Powers and Rumania and its failure to make provision for equitable valuation 
of expropriated properties or for payment of prompt, adequate, and effective 
ompensation. 

‘The United States Government therefore cannot entertain the Ministry’s 
circular note and continues to reserve all rights on behalf of its nationals with 
respect to the seizure of their properties by the Rumanian Government and to 
hold the Rumanian Government responsible for the return of properties or for 
prompt payment of adequate and effective compensation therefor’ (Department 
of State Release No. 156, Mar. 17, 1949). 

Thus the treaty claims for seizure of property are not limited to losses sustained 
prior to September 15, 1947. As to property damage by battle or bombs, the 
right to compensation and the measure of compensation arise under the treaties 
and are implemented by the prospective clauses thereof. It was the satellite 
nationalization programs which rendered impossible the restoration or compensa- 
tion of war damage, in the framework of private enterprise contemplated by the 
treaties. 

Because the claims funds derive from funds which were originally blocked in 
vartime, it does not follow that they should be devoted exclusively to “war” 
laims, The Yugoslav claims fund, which was established out of wartime blocked 
funds, Was utilized by agreement to satisfy postwar nationalization claims, while 
war damage or other war claims were excluded from compensation (Decision 
No. 993, International Claims Commission, June 30, 1954). 

The peace treaties give the United States complete discretion in utilizing the 
available funds insofar as claims by United States nationals are “not satisfied’’ 
thereunder (e. g., Rumanian Treaty, art. 27). Nothing in the treaties justifies 
the provisions of H. R. 6382 which favor the victims of war loss over the victims 
of postwar Communist expropriation. §S. 1310 properly awards compensation to 
United States nationals for their total property deprivation suffered in the satel- 
lite countries, down to the effective date of the act. 
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AMERICAN Strock EXcHANGE, 
New York 6, N. Y.. July 7, 1955 
Hon. Water F. Grorce 
Chairman, Senate Foreign Relations Committee. 
Senate Office Building, Washington, D. C. 
Dear SENATOR GeorRGE: We understand that a bill to amend the 
Claims Settlement 


Internationa 
Act of 1949, as amended, and for other purposes, 1s to con 
before the Senate Foreign Relations Committee for hearings on Friday, July & 
and Monday, July 11 We also understand that this bill is generally similar or 
d ical to a bill which was recently considered by the Committee on Forei: 
Affairs of che House of Representatives. 


lent 


W respectfullv submit copy of a letter dated April 14, 1955. which we sent 
Hon. James P. Richards, chairman of the Committee on Foreign Affairs, and ti 
the members of that committee from the State of New York, indicating the opp 

t r tl American Stock Exchange to certai provisior s of the bill 
said letter apply equally to the bill pendin; 


| og before the Senat 
1s Committee 


our opposition are set forth in the enclosed letter, and T think 
is that the inclusion of such provisions, retroactively after the 
1 dealt in on the American Stock Exchange and elsewhere fo 
be unfair and inequitable to the persons who have purcha 


t 


MarTIN J. KeEeNA, Vice President 


AMERICAN Stock EXCHANGE, 
April 14, 1955. 
Hon. James P, RicHarps, 
Chairman, Committee on Foreign Affairs, 
House of Re Pp esentative 8, Washington, a. 


DrAR CONGRESSMAN RicHARps: Reference is made to draft bill (committee 
print) dated March 18, 1955, to amend the International Claims Settlement 
Act of 1949, as amended, and for other purposes. 

Title II of said bill relates to claims against Bulgaria, Hungary, and Rumania, 

tle III relates to claims against Italy, and title IV relates to claims against the 

et Union. Under all three titles there is a section, identical as to language, 
viz, sections 219, 305, and 405, regarding which the American Stock Exchang 
desire S to go on reeord in opposition. These sections read as follows: 

‘The amount of any award based on a claim of a national of the United States 

* than the national of the United States to whom the claim originally accrued 
not exceed the amount of the actual consideration last paid therefor prior 
to January 1, 1953.” 

As I understand it, it is a matter of law, and it has always been the policy of 
the American Stock Exchange and, we believe, of the New York Stock Exchange 
and all other national securities exchanges, as well as of security brokers and 
dealers generally, that the purchase of any security transfers to the buyer all 
of the right, title, and interest held by the seller, and all rights and claims carried 
by the security itself, regardless of the price at which the transaction is made. 
In other words, the sale of a bond, for example, at either a premium over or : 
discount from its face value transfers to the buyer all of the rights, claims, an 
value inherent in the bond itself, 

The only securities now dealt in on the American Stock Exchange which may 
be affected by the aforementioned bill are as follows: 

Imperial Russian Government 3-year 6%4-percent Credit Gold Certificates 
due June 18, 1919 ($50 million face value issued). 

Imperial Russian Government (external loan) 5-Year Treasury Gold 5},’ 
due December 1, 1921 ($25 million face value issued). 

The above securities have been dealt in on the American Stock Exchange 
(formerly the New York Curb Exchange) since June 27, 1921, the date this 
exchange occupied its present Exchange Building, and were dealt in on the old 
outdoor Curb Market prior to that date. Since their admission to dealings ou 
this exchange these securities have always sold at a very substantial discount 
from face value. However, there has never been any question but that the seller 
sold and the buyer bought all rights and claims which the securities themselves 
carry or purport to carry. 
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\s a matter of fact, certain Hungarian and Italian corporate issues are also 
ealt in on this exchange, but we do not understand that these are affected by 
he proposed bill, which appears to only cover governmental issues. In addition, 

believe that certain other Bulgarian, Hungarian, Rumanian, and Italian gov- 

mental securities may also be dealt in on the New York Stock Exchange or 
er national securities exchanges or in the over-the-counter markets in the 
ited States, and the same situation prevails with respect to these securities. 

We respectfully submit that to attempt at this time to limit any claims which 
olders of said securities have acquired to the actual consideration which they 
paid for such securities would be unjust and unfair to the holders of such securi- 

s, a deprivation of their property and a violation of their contractual rights in 

ation of the Constitution of the United States. 

Very truly yours, 
MARTIN J. KEENA 


SENATOR WALTER F. GEORGE, 
Foreign Relations Committee, 
United States Senate, Washington, D. C. 

HONORABLE Sir: I represent the owners of about $9 million par value of Russian 
is to whom I owe a moral and financial responsibility since I suggested 
irchase on the assumption that the funds which would be distributed under the 

vinov Agreement would be divided equally among all claimants. There is no 
recedent to the contrary. In the recent German and Japanese settlements, 
ere Was no distinction made between bondholders. 

Chere is pending before you committee a bill to amend the International Claims 
Settlement Act of 1949. May I have clarification of section 405, of title IV and 
[ interpret the following correctly: Bonds are to be recognized at their face 
ie plus interest and those purchasing bonds after January 1, 1953, will be 


i 


al 

esumed to have paid the closing price of December 31, 1952, which was $32.50 
er thousand dollar bond. It is proposed to distribute initially up to $1,000 to all 
aimants. Conceivably, there could be sufficient individual claimants to exhaust 

‘fund without any residue, thus a claimant with 2 bonds would be awarded as 
1uch as @ claimant with 500 bonds. Presumably it is the purpose of the bill to 
give preference to original purchasers. 

May I cite the following example: One original claimant bought 10 bonds at 
17, the issue price, for which he paid $9,700. Another bought 2 bonds at the 
ssue price for which he paid $1,940. Assuming after the initial distribution, 

ere is a residue of 5 percent, the 10-bond purchaser would have received $1,435, 
vhich is less than 15 percent of his original cost, and the 2-bond purchaser will 
ave received $1,047, which will be over 55 percent of his original cost. 

The Foreign Bondholders Protective Council, who was recently praised by 
Secretary of State John Foster Dulles for its accomplishments, will have its 
negotiating ability undermined in future negotiations with foreign governments 
by limiting recover to the sum paid for bonds. 

One must conclude, therefore, that the formulas are fallacious. May I suggest 
that section 405 be deleted and substituted therefor a provision that all claimants 
be treated equally in the ratio which their claims bear to the available funds. 
Anything to the contrary is inequitable, unethical, and un-American. May I 
ear from you. 

Most respectfully yours, 
EMANUEL A. LERMAN. 


Wasuinoton, D. C., July 14, 1955. 
Re international claims settlement bill. 
Mr. C. C. O'Day, 
Clerk, Senate Committee on Foreign Relations, 
United States Capitol, Washington, D. C. 

Dear Str: In accordance with the telegram sent me dated July 6, 1955, that 
written statements may be submitted in regard to this bill in lieu of a personal 
appearance, I am enclosing a written statement which I would appreciate your 
submitting into the record. 

Thanking you for your attention to this matter, I am 

Respectfully yours, 
CHESTER C. SHORE. 
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STATEMENT ON THE INTERNATIONAL CLAIMS SETTLEMENT BILL 


Mr. Chairman and members of the Senate Committee on Foreign Relations. 
my name is Chester C. Shore and I am an attorney practicing in Washington, 
D. C. 

I represent Mr. George Crisan, of 221 Constitution Avenue NE. 

Mr. Crisan is a former Rumanian national who was forced to flee that country. 
As a member and leader of the National Peasant Party he had strongly opposed 
the Communist tyranny and protested the Communist fraud in the Rumania: 
election. As a result he was barred from his profession as an attorney and his 
property was seized. After he had fied Rumania his property was confiscated by 
act of the Rumanian Government. 

Mr. Crisan came to this country from France in 1949 through the auspices of 
the First Baptist Association under a scholarship with the Colgate-Rocheste1 
Divinity School. He was granted permanent residence in the United States | 
private law that was signed by the President of the United States September 195! 
and applied for American citizenship the same month. 

For the past 2 years Mr. Crisan has worked with the Library of Congress as a 
legal analyst. He is active in work for the Voice of America in preparing religio 
messages to be broadcast to the Rumanian people behind the Iron Curtain. He 
also active as an ordained minister and as a writer and speaker on the dangers ot 
international communism as experienced by him. 

In presenting this statement in behalf of Mr. Crisan I wish to focus the con 
mittee’s attention on two considerations. H. R. 6382, which passed the Hous: 
of Representatives, limits the payment of compensation to those who were Ameri- 
can citizens at the time their claim arose and excludes persons who are America 
citizens today or in the process of acquiring American citizenship but were not 
such when their claim arose. H. R. 6382 further limits compensation for nationa 
ization claims to persons whose claim arose prior to September 15, 1947. 

I wish to urge that Congress should not limit the class of eligible persons this 
strictly but should include within the scope of compensation those who have a 
valid claim and are either citizens of the United States at the time the bill is en- 
acted or have indicated their intent to become citizens by applying for citizenship 
papers. 

The reasons that have been suggested for limiting compensation to persons who 
were citizens at the time the claim arose are: (1) The generally accepted rule in 
international law, and (2) if additional claimants are permitted to participate, the 
claimants now covered by the bill would receive less compensation. 

In regard to the first basis, I believe that the rule in international law referred 
to has been applied solely to those cases where the validity of a claim is determined 
by an international tribunal or a treaty has been enacted which provides for pay- 
ment by the aggrieving nation. In both cases the question arises either by adjudi- 
cation or interpretation of a treaty as to what class of persons an aggrieving country 
shall be liable to for compensation. 

In regard to this bill, however, we have a different situation; payment is not 
made directly by the aggrieving nation but rather Congress is using Rumanian 
Government assets which have or will be vested. 

In the final analysis, therefore, the authority tests in the right and power of 
Congress to use the vested assets as it sees fit; and the generally accepted rule in 
international law as has been applied to other types of cases has no relevance to 
what Congress decides to do with this property. 

In regard to the second basis, that an increase in the class of claimants would 
decrease the compensation to those now covered by the bill: I would suggest 
that the important consideration is not how much Congress may be able to 
provide for each claimant, but rather whether Congress should exclude persons 
who are citizens and have assumed its obligations from a remedy it is able to 
provide tothem. If Congress should now determine that as a matter of principle 
it has an obligation or should on principle provide for compensation to all its 
citizens who suffered a loss by action of the satellite countries, then the amount 
it may be able to pay each claimant is of little relevance. 

The loss which has been suffered by these additional claimants I have suggested 
is no less a loss. They owe the same allegiance and have assumed the same 
obligations of citizenship. For example, our selective service legislation and our 
laws dealing with military training and service apply not only to male citizens 
but to every male alien admitted for permanent residence. This country has 
assumed the same degree of protection to these people. There is, therefore, no 
valid reason why we should withhold from them an equal right to compensation 
which it is within our power to provide. 
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The specific amendment which I would suggest is as follows: 
301 (2) to read: “‘National of the United States means (a) a natural person who 
as a citizen of the United States or a permanent resident who has applied for 
ited States citizenship at the time of the effective date of the statute * * * 
lete from this section the language “it does not include aliens.”’ 

4 believe that in regard to compensation a recognizable claim should be made to 
those who have applied for citizenship papers as well as those who are citizens, 
since such persons Owe equal allegiance to this country. Since so many of the 
refugees from the satellite countries have recently come here, they have not 
completed the mechanics of obtaining American citizenship. 

[ would further suggest that in regard to those claims that the claim should 
be recognized immediately but the payment set aside and paid after the mechanics 
of obtaining citizenship have been completed and citizenship has been granted 
to the claimant. 

In regard to the provision limiting nationalization claims to those which arose 
prior to September 15, 1947, I believe that the arguments against this limitation 
have been fully developed before the committee. I wholeheartedly coneur with 
the thoughts which have been expressed against this limitation and suggest to the 
committee that the case of Mr. Crisan is another example in which the limitation 
would work a hardship. 

I appreciate the opportunity of submitting this statement in the record and 
sincerely hope that it will be taken into deepest consideration. 


Amend section 


Cuester C. SHORE. 
a» 








